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In te rd isc ip lin a ry  S tu d ies
Molloy, M ichael S ean , M .I.S., 1997
P ersonnel D evelopm ent a n d  C ross C u ltu ra l M anagem ent in  th e  People’s R epublic of 
C hina; A C ase S tu d y  of X ian J a n s s e n  P h arm aceu tica l, Ltd. (99 pp.)
Director: Philip W est
c tre n d  m w ard  h igh  value en terp ri:The global econom i to rise s  p re se n ts  a  grow ing need  for 
co rpo ra tions to becom e m ore  people-orien ted  a n d  cu sto m er-d riv en  in  in te rn a tio n a l 
m ark e ts . X ian J a n s s e n  is  identified  a s  a  su ccessfu l m odel by th e se  s tan d a rd s .
The case  of X ian J a n s s e n  is defined in  te rm s of ow nersh ip  a n d  adm in is tra tiv e  
responsib ility  betw een p a r tn e rs  a t  b o th  co rpo ra te  a n d  jo in t v e n tu re  levels. The 
com p an y ’s scope of b u s in e s s  a n d  record  of su ccess  a re  exam ined , w ith  a n  e m p h as is  on 
th e  s ta n d a rd s  a n d  perfo rm ance  expected by C h in a ’s  Top T en J o in t  V en tu re  Selection 
Com m ittee.
X ian J a n s s e n ’s h is to ry  c a n  be divided in to  th ree  s tag es  th a t  have  been  sh ap e d  by b o th  
ex te rn a l an d  in te rn a l even ts. T he first stage  m irro red  th e  raw  o p p o rtu n itie s  c rea ted  by 
C h in a ’s in itia l m a rk e t reform s. T his period w as followed by a  ch an g e  in  m an ag em en t 
priority  from  p ro d u c tio n  to  sa les  th a t  coincided w ith  C h inese  po litical tu rm o il in  th e  
y ears  su rro u n d in g  1989. U pon m eeting  th ese  challenges, X ian J a n s s e n  began  to  move 
forw ard w ith  new direction .
X ian J a n s s e n ’s econom ic perform ance is exam ined  on  a n  a n n u a l  b asis , focusing  on 
th e  p o st-c ris is  period w h en  sa les  becam e a  p rim ary  m a n ag em en t concern . Investm en t, 
sa les  a n d  profit figures a re  analyzed  in  te rm s  of th e  com p an y ’s grow th  ra te , a n d  basic  
grow th p a tte rn s  a re  a ttr ib u te d  to m ark e t cond itions a n d  m a n ag e m e n t decisions.
X ian J a n s s e n ’s su ccessfu l m an ag em en t te ch n iq u es  a re  analyzed  in  te rm s  of th e ir  
o rgan izational developm ent tech n iq u es  th a t  foster effective re c ru itm e n t, tra in in g , a n d  
re ten tio n  of top qua lity  m an ag ers .
C h in a ’s cu ltu ra l trad itio n  d raw s on its  h isto ric  p a s t, its  fam ily-orien ted  society, a n d  a n  
em p h asis  on h u m a n  re la tio n sh ip s. X ian J a n s s e n  h a s  in co rp o ra ted  each  of th ese  
trad itio n s  in to  its  m an ag em en t cu ltu re , tra n s la tin g  in to  su ccessfu l b u s in e ss  
p a rtn e rsh ip s . The p ro g ram s th a t  foster th e se  c u ltu ra l v a lu es  a re  exam ined  w ith  a  view 
a s  to how  each  p rogram  h a s  e n h an ced  th e  com pany’s scope of b u s in ess .
The rise  of C hina is review ed a s  a  challenge to m any  long-held  W estern  a ssu m p tio n s . 
X ian J a n s s e n ’s S tra teg ic  P a rtn e rsh ip  in itiative is in tro d u ced  a s  a  cu lm in a tio n  o f its  
m an ag em en t policies. X ian J a n s s e n ’s  ach ievem en ts  a re  th e n  view ed for th e ir  ability  to 
b a lan ce  s tra teg ic  in te re s ts  w ith  c u ltu ra l iden titie s  in  th e  em erg ing  web of global 
com m ercial re la tio n sh ip s.
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I - EXECUTIVE SUMMARY AND M ETHODOLOGY :
T his  case  s tu d y  of one of C h in a ’s best-recogn ized  jo in t v e n tu re s  w as u n d e r ta k e n  in  
a n  a tte m p t to d raw  im p o rtan t c ro ss  c u ltu ra l m an ag em en t le sso n s  from  a  foreign 
in v ested  en te rp rise  th a t  h a s  e s tab lish ed  itse lf a s  a  m odel for su c c e ss  w ith in  th e  C h in ese  
m ark e t. W hile Beijing Je e p  w as th e  s ta n d a rd  for ju d g in g  foreign v e n tu re s  th ro u g h o u t 
th e  1980s, X ian J a n s s e n  P h arm aceu tica l, Ltd. is  receiving sim ila r recognition  in  th e  
1 9 9 0 S . 2  Having been  th ree  tim es ra n k e d  a s  th e  c o u n try ’s  top  jo in t v en tu re , X ian 
J a n s s e n  h a s  becom e a  favorite of C h in a ’s in v estm en t officials. As a  reg u la r sp o n so r of 
m edical re sea rch  aw ard s  a n d  ed u ca tio n a l tra in in g  for do c to rs  a n d  m edical officials, th e  
com pany h a s  also  becom e a  show  piece for C h in a ’s  p h a rm a ce u tic a l secto r. X ian 
J a n s s e n  owes its  su ccess  to a  people-orien ted  a p p ro ach  th a t  in co rp o ra te s  b o th  C h inese  
a n d  W estern  c u ltu ra l m odels in  its  m a n ag e m e n t tra in in g  tech n iq u es .
The issu e  of c ro ss c u ltu ra l m em agem ent w ith in  X ian J a n s s e n  w as ch o sen  a s  a  focus 
b ecau se  it offers a  m odel for learn ing  from  m a n ag em en t su ccess , ra th e r  th a n  failure. 
W hile m u ch  can  be learned  from  s tu d ie s  like B eijing J e e p  th a t  d o cu m en t th e  w ide gap  of 
u n d e rs ta n d in g  betw een w este rn  b u s in e s se s  a n d  C h inese  p a r tn e rs , th e  w rite r in te n d s  to 
explore m anagem en t tech n iq u es  th a t  have  p roven  them selves effective in  p rac tice  by 
b o th  W estern  and  C hinese s ta n d a rd s .
The overall objective of th is  s tu d y  is  to  d o c u m en t th e  h is to ry  of X ian J a n s s e n ’s 
developm ent, h ighlighting those  m a n ag em en t p ro g ram s th a t  m ay  in c rease  
u n d e rs tan d in g  for know ing how  to  successfu lly  nav igate  C h in a ’s  o ften  con fusing  
b u s in e ss  environm ent. As a  m odel for learn ing , th e  X ian J a n s s e n  p reced en t m ay 
in sp ire  m ore objective perspectives a n d  w ell-tested  a lte rn a tiv es  for fu tu re  b u s in e ss  
inv esto rs  in China.
As a  case  study , the  s tru c tu re  of th is  re p o rt is  b o th  chronological a n d  topical. An 
in tro d u ctio n  a sse sse s  recen t ch an g es  in  th e  global econom y th a t  have  encou raged  
foreign investm en t in  C hina, especially  peop le-o rien ted  e n te rp rise s  like X ian J a n s s e n . 
C h ap te r One th en  in tro d u ces  b ack g ro u n d  in fo rm ation  in  te rm s  of th e  co m p an y ’s  
o rganization , s tru c tu re , a n d  scope of b u s in e ss . C h ap te r Two p laces th e  tim eline  of X ian  
J a n s s e n  over C h in a’s own series of ev en ts  in  th e  reform  period, div iding i ts  an a ly s is  in to  
th re e  d is tin c t stages. C hap ter T hree p rov ides a n  econom ic record  of th e  co m p an y ’s
2Anne Stevenson-Yang, “Putting the Corps into Corporate,” The C hina B usiness Review. Nov.- 
Dee. 1994, p. 50.
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perform ance, also  trac in g  th e  chronological developm ent of ev en ts . C h ap te rs  F o u r a n d  
Five analyze th e  specific p ro g ram s th a t  d is tin g u ish  th e  com pany  in  te rm s  of p e rso n n e l 
developm ent a n d  c u ltu ra l perspectives. C h ap te r six p rov ides som e co n clu sio n s  a b o u t 
Xiain J a n s s e n 's  experience in  C hina, poin ting  to  th e  co m p an y ’s ab ility  to forge s tra teg ic  
pa trtnersh ips a s  a  m odel th a t  b ro u g h t m u tu a l b enefits  to  th e  com pany  a n d  its  
su rro u n d in g  com m unity .
The m eth o d s em ployed in  com piling th e  in fo rm ation  for th is  s tu d y  in c luded  bo th  
case  s tu d y  a n d  lite ra tu re  re sea rch . Specifically, th e  w rite r w as involved in  a  jo in t effort 
to  com pile h is to rica l d a ta  a n d  perso n al a cc o u n ts  a b o u t X ian J a n s s e n  in  p rep a ra tio n  for 
th e  com pany’s  te n th  an n iv e rsa ry .3 In te rn a l so u rces  p rim arily  co n sis ted  of em ployee 
essays, p e rso n a l interview s, b u s in e ss  d iaries, a n d  m ed ia  a rch iv es . Relative in d u s try  
a rtic les, econom ic s tu d ies , a n d  c ross  c u ltu ra l lite ra tu re  m ad e  u p  th e  re m a in d e r of th e  
research .
The w rite r’s p e rso n a l re la tio n sh ip  w ith  X ian J a n s s e n  a lso  ex ten d s  beyond th e  scope 
of th is  project. A p e rso n a l friendsh ip  w ith  th e  co m p an y ’s  p re s id en t, J e r ry  Norskog, 
began  in  X ian in  1991. W hile w orking a s  a n  E nglish  te a c h e r  a t  th e  new ly p roducing  
factory, m any  add itiona l frien d sh ip s  w ere c rea ted  th a t  c o n tin u e d  th ro u g h  1994 an d  
1995, w hen  th e  re sea rch  for th is  p ro ject w as u n d e rta k e n . It is  m y hope th a t  m y 
personal involvem ent w ith  th e  even ts  a n d  p erso n alities  of th is  s tu d y  will ad d  to, ra th e r  
th a n  d e tra c t from its  value.
W hile I have m any  re se rv a tio n s  a b o u t th e  scho larly  credib ility  of a ssu m in g  too m u ch  
a b o u t the  success  of Xian J a n s s e n , I do believe th a t  th e  co m p an y ’s  experience h a s  
m u ch  to  teach  p o ten tia l in v esto rs  in  C hina. T he com pany  h a s  m ad e  m is tak es  in th e  
p a s t th a t  deserve m ore a tte n tio n  th a n  they  will get here . It is  n o t m y in ten tio n  to 
provide a  full c ritique of X ian J a n s s e n ’s  b u s in e ss  p rac tices , b u t  r a th e r  to  h igh ligh t th o se  
th in g s  it h a s  done well. W hatever else one m igh t say  a b o u t X ian J a n s s e n , th e  com pany 
h a s  clearly  estab lish ed  itse lf a s  a  m odel for su ccess  th ro u g h  i ts  local recognition  a n d  
s teady  b u s in e ss  grow th. W hether o r n o t th e  com pany  re m a in s  th e  su ccess  it is  today  is 
open to  question , a n d  th e  a n sw e r will be d e term ined  by th e  co m p an y ’s  ability  to  a d ju s t 
to th e  chang ing  cond itions o f C h in a ’s dynam ic b u s in e s s  env iro n m en t.
^Interviews and  research conducted through Xian J a n s s e n ’s Public Relations D epartm ent led to 
the publication in Beijing of “O ur Home,” a collection of C hinese essays an d  interviews prepared 
for the com pany’s 10th anniversary  celebration of O ctober 22, 1995.
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As th is  is a  s in g u la r case  s tu d y  a n d  focuses largely on  th e  policies of o n e  com pany  
m anager, it sho u ld  be u n d ers to o d  th a t  th e  p ap e r is n o t in ten d ed  to  m ake u n w a rra n te d  
claim s a b o u t doing b u s in e ss  in  C hina. Any s tu d y  th a t  a im s  to  provide u n iv e rsa l 
generalizations a b o u t b u s in e ss  in  C h ina  w ould  by n ecessity  inc lude  co m parative  s tu d ie s  
of o th e r v en tu res , bo th  su ccessfu l a n d  o therw ise, in  try in g  to  madce reliab le  
generalizations a b o u t m an ag em en t m odels in  C hina .
R ather, th is  s tudy  is  a  record  of o n e  com pany  th a t  h a s  proven i ts  ability  to  succeed  
a s  a  socially active en te rp rise  w ith in  its  n iche  o f C h in a 's  grow ing c o n su m e r m ark e t. 
Given th e  in creasing  im portance  of c ro ss  c u ltu ra l m an ag em en t in  C h in a ’s  grow ing 
m arke t, it is  m y hope th a t  th e  experience of X ian J a n s s e n  c a n  provide im p o rtan t 
le sso n s  in  th is  regard .
J u n e  9, 1996 
M issoula, M ontana
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II . INTRODUCTION :
A bstract:
The global econom ic tre n d  tow ard  h igh  value en te rp rise s  is defined  a s  a  grow ing need  
for co rpora tions to becom e m ore people-orien ted  aund cu sto m er-d riv en  in  in te rn a tio n a l 
m arke ts. X ian Ja inssen  is  identified a s  a  su ccessfu l m odel by th e se  s ta n d a rd s . As an  
u n p red ic tab le  b u t highly explosive econom y, C h in a  poses u n iq u e  challenges th a t  
d em and  long-range p lan n in g  a n d  a  focus on  re la tio n sh ip s  a n d  c ro ss  c u ltu ra l literacy . It 
is  X ian J a n s s e n ’s ability  to tra in  its  w orkforce, c a te r  to i ts  m a rk e t, a n d  in co rp o ra te  
cu ltu ra l m anagem en t perspec tives th a t  m ak es  it a  s ta n d a rd  to  u p h o ld  in  b o th  th e  
C hinese a n d  globed contex ts.
In today’s  world, th e  trad itio n a l n o tion  of d is tin c t n a tio n a l econom ies is  being 
redefined by the  in creasing  m obility of trad e , in v estm en t, a n d  cap ita l flows. As b o rd e rs  
have becom e m ore p o rous econom ically, th e  con cep t of national p ro d u c ts , co rp o ra tio n s , 
a n d  in d u s trie s  now seem s o u td a ted . E conom ist R obert Reich defines th is  tre n d  a s  a  
sh ift tow ard b u s in ess  g roup ings of “h ig h  value  en te rp rise , w h ich  a re  rep lacing  th e  old 
core pyram ids of h igh  volum e e n te rp rise ....”  ̂ T h is n o tion  of h ig h  value  e n te rp rise s  
refers to m obile an d  often m u ltin a tio n a l n e tw orks th a t  co o p era te  to  ad d  value to 
p ro d u c ts  a s  they  becom e specialized for specific m ark e ts.
T hese h igh  value netw orks a re  by n ecessity  m ore com plex th a n  th e  vo lum e-orien ted  
co rpora tions of th e  in d u s tr ia l age, w h ich  w ere h ie ra rch ica l s tru c tu re s  b ased  in  one 
n a tio n a l economy. For th e se  e n te rp rise s , th e re  w as never a n y  d o u b t th a t  ow nersh ip  
a n d  contro l rem ained  in  th e  co rp o ra tio n ’s  b ase  coun try . If foreign su b sid ia rie s  ex isted , 
th e ir  function  w as ex traction  o r p rocessing . After th e  sa le  of p ro d u c ts , rev en u es  were 
eventually  re tu rn ed  to co rpo ra te  h e ad q u a rte rs .
A ccording to Reich, th is  k ind  of top-dow n con tro l a n d  cen tra lized  ow nersh ip  h a s  
becom e im possible w ith  th e  em ergence of w eb-like o rg an iza tio n s  o f h igh  value 
en te rp rise . In d u s tria l m a rk e ts  have  grow n increasing ly  specialized  w ith  d ifferen t n ich es  
to be filled, w hich in  tu rn  have  c re a te d  d em an d s  for h ighly specialized  va lue-added  
p ro d u c ts . C onsequently , w ealth  is  now  flowing to  g ro u p s th a t  have  accu m u la ted  the  
m ost valuable sk ills in  problem -solving, problem -identify ing , a n d  stra teg ic-brokering .^  
The em erging h igh-value econom y does n o t rely on  large-scale  p roduction , b ecau se  
p ro d u c ts  now  need  to  be m olded a n d  a d a p te d  accord ing  to  specialized m a rk e ts  n o t 
b ound  by n a tio n a l bo rders. As a  re su lt, b o th  co rp o ra tio n s  a n d  th e  p ro d u c ts  th ey  crea te
“Reich, p. 110.
SReich, p. 111.
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a re  beg inn ing  to  tra n sce n d  borders, w hile losing  th e ir  p reviously  d istinc tive  n a tio n a l 
ch arac te ris tic s .
As th e  w orld sh rin k s  th ro u g h  efficiencies in  te leco m m u n ica tio n s  a n d  tra n sp o rta tio n , 
g ro u p s in  one n a tio n  a re  ab le to cooperate  w ith  th o se  in  a n o th e r  n a tio n  to  ad d  th e  m o st 
value to  cu sto m ers  located  in  a lm ost an y  location . In te llec tu a l o r financial c ap ita l c an  
com e from  a lm o st anyw here  a n d  can  be ad d ed  im m ediately .
In  th is  a tm osphere , n a tio n a l co rp o ra tio n s  a re  be ing  forced to  becom e in te rn a tio n a l 
com posites. W hat is trad ed  betw een n a tio n s  is  now  le ss  fin ished  p ro d u c ts  a n d  m ore 
specialized problem  solving. E m p h asis  h a s  sh ifted  in  m an y  c a se s  from  th e  p ro d u c t to 
th e  em ployee, a s  w orkers m u s t be tra in ed  a n d  u p d a te d  in  sk ills th a t  serve ch an g in g  
c u sto m er needs. The growing access to  foreign m a rk e ts  m e a n s  th a t  c ro ss  c u ltu ra l 
literacy  h a s  becom e a n  im p o rtan t skill for co rp o ra tio n s  th a t  a re  now  req u ired  to  m an ag e  
th e  in tricac ies  of different co n su m er m ark e ts . In  o rd e r to  s tu d y  a n d  ap p rec ia te  th is  
grow ing w eb of econom ic connections, we m u s t  focus o u r  a tte n tio n  on  th o se  b u s in e s s  
a n d  econom ic en titie s  th a t  tra n sce n d  bo rd ers , focus on  p e rso n n e l tra in in g , a n d  a re  
com m itted  to  identifying a n d  m eeting  c u s to m er n eed s  in  th e ir  respective m ark e ts .
As one of C h in a’s m o st respec ted  jo in t v e n tu re  e n te rp rise s , X ian J a n s s e n  
P harm aceu tica l, Ltd. is a n  effective len s  for view ing th e  p ro cess  of econom ic 
in te rn a tiona liza tion  in  C hina. A fifty-two p ercen t-ow ned  B elgian S u b sid ia ry  of U.S. 
p h a rm aceu tica l g ian t J o h n so n  8e J o h n so n , th e  S ino-B elgjan p a r tn e rsh ip  is  tru ly  a n  
in te rn a tio n a l com posite.
W ith i ts  eno rm ous popu la tion  of over one billion, C h in a  h a s  becom e a n  irres is tib le  
a ttra c tio n  to foreign investo rs, m any  of w hom  d re a m  of c rack in g  its  m a rk e t a n d  selling 
ju s t  one p ro d u c t to  each  C hinese. Am ong th e  m ore th a n  2 7 8 ,0 0 0  foreign-funded 
e n te rp rise s  now in  C hina, X ian J a n s s e n  m ay  be one  of th e  few to  have  realized th a t  
d ream , already  having  sold over one billion M otilium  pills for tre a tin g  sto m ach  
d igestion .6
6Qu Yingpu, “Foreign Investm ent and Successful Jo in t V entures in C hina,” speech given a t 
W orking with China: Trade. Investm ent, and  Agriculture. J u n e  29, 1996, Bigfork, MT. As 
Associate Director for the China Daily, Mr. Qu gave figures ab o u t foreign-funded en terprises 
recognized by Beijing a s  of April, 1996.
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The com pany h a s  every reaso n  to  be p ro u d  of its  perfo rm ance, b o astin g  a  sa les  
record  of 2 . 6  billion y u a n  ( $ 3 1 3 . 5  million) betw een 1990 a n d  1 9 9 4 . 7  th e  sam e  period, 
th e  com pany paid  320  m illion y u a n  ($38.6 million) in  tax es  a n d  300  m illion y u a n  ($36.1 
million) to its  shareholders.®
Today X ian J a n s s e n  is  know n a s  th e  c ream  of th e  c rop  am o n g  C h in a ’s  jo in t 
ven tu res. C urren tly  th e  la rg est p h a rm aceu tic a l firm  in  C h ina , it is  th e  only com pany  to 
have twice® been  aw arded  th e  d is tin c tio n  of th e  b e s t jo in t  v e n tu re  in  th e  co u n try  by th e  
c o u n try ’s top  investm en t officials.^®
M anagers in s is t th a t  th e  v e n tu re ’s  su ccess  is  d riven  by a n  e m p h a s is  on 
o rgan izational developm ent a n d  c ro ss  c u ltu ra l sensitiv ity  in  th e  m a n ag e m e n t of its  
h u m a n  resources. “  Specifically, X ian J a n s s e n  ta k e s  p ride  in  its  com pany  re c ru itm en t, 
tra in in g , a n d  re ten tion  of staff. The co m p an y ’s  p re s id en t, J e r ry  R. N orskog, e s tim a te s  
th a t  he  a n d  o th er sen io r m an ag e rs  sp en d  u p  to  seventy  p e rc e n t of th e ir  tim e on 
perso n n el issues. “A h iring  decision  is  m u c h  m ore g rueling  th a n  sp en d in g  one  m illion 
do lla rs  on advertising ,” h e  says. “I personally  approve every h ire ; ad v ertising , I 
delegate. ”12
W hile m any  com panies realize th e  necessity  of effectively m an ag in g  local p e rso n n el, 
X ian J a n s s e n ’s tra in ing  te ch n iq u es  go a  s tep  fu rth e r . The com pany  a s su m e s  th a t  it is  
in  a  race ag a in s t tim e to  p rep a re  a n d  tra in  effective m an ag e rs , a n d  i t  ta k e s  a  “people 
first” ap p ro ach  to its  o rgan izational developm ent. “In  th e  U n ited  S ta te s , it ta k e s  a  
m in im um  of five to seven y ears  to  develop a  firs t-c la ss  m a n ag e r,” say s  Norskog. “In
7At the time of writing, the RMB was being traded  a t 8.31 to one U.S. Dollar.
8Qu Yingpu, “Sino-Belgian JV  Tapping Big M arket,” C hina B usiness Weekly. Ju ly  23-29, 1995, p. 
1 .
®While figures were not yet officially published for 1995, C h ina’s Top Ten JV  Selection Committee 
informed Xian Ja n sse n  m anagers in May of th is year th a t it would be aw arded the top jo in t 
venture yet again a t the 1996 aw ards ceremony. As the  only com pany to have won the aw ard 
more th a n  once, the 1995 selection m akes for an  unprecedented  th ird  time the  com pany h as  
been recognized as C hina’s best foreign venture.
JO ‘China: Top Ten Jo in t V entures,” in C hina in Brief. Edited an d  Published by New S tar 
Publishers, F irst Edition, 1994, p. 3.
1'Personal interview with Je rry  R. Norskog, 23 Ju ly , 1995.
'2 “Putting the Corps into Corporate,” p. 50.
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C hina, we d o n ’t  have th a t  m u ch  tim e. W aiting ju s t  six  m o n th s  to  la u n c h  a  p ro d u c t h e re  
m ean s  o u r c o s ts  will be tw enty  p e rcen t h igher a n d  th e re  will be m ore  com petition . 
W ithout h ighly  skilled m an ag e rs  a n d  sa les  people, o u r  b u s in e s s  w ould  su ffe r.”
Therefore, quickly  developing leadersh ip  am ong local m a n a g e rs  a n d  instilling  a  s tro n g  
set of co rp o ra te  v a lu es  is  perceived a s  critical to  th e  co m p an y ’s  su ccess .
In ad d itio n  to i ts  “grow y o u r ow n” philosophy, X ian  J a n s s e n  a lso  p rom otes a  s tro n g  
custom er-d riven  a ttitu d e  in  its  m an ag em en t a n d  w orkforce. B eginn ing  w ith  i ts  credo  of 
“D edicated  to  Science a n d  Devoted to Public H ealth ,” w o rk ers  a re  en co u rag ed  to  keep  a  
serv ice-orien ted  a tti tu d e  bo th  inside  a n d  o u ts id e  th e  com pany . E ach  d e p a r tm e n t is 
asked  to  identify  its  p rim ary  a n d  secondary  c u s to m ers  in  o th e r  d e p a r tm e n ts  a s  well a s  
in the  co n su m e r m ark e t a n d  to  m easu re  su cce ss  by m e a n s  of cu s to m e r sa tisfac tion .
As a  foreign m anaged  en te rp rise , X ian J a n s s e n ’s  to p  m a n ag e m e n t team  trie s  to  find 
C hinese c u ltu ra l m odels for teach ing  m an ag em en t a n d  sa le s  s tra teg ie s , u tiliz ing  p a r ts  of 
S u n  Zi’s  w ar stra tegy , Mao Z edong’s  ph ilosoph ies o f self-re liance , a n d  Liang Z h u g e’s 
c ra ftin ess  in  R om ance of th e  T hree K ingdom s in to  m a n ag e m e n t tra in in g  w orkshops, is 
The underly ing  a ssu m p tio n  is th a t  th e re  is  n o th in g  foreign a b o u t W estern  m an ag em en t 
theories a n d  th a t  th e re  a re  m any  in sp iring  para lle ls  to  be fo u n d  in  C h inese  h is to ry . **
As a  com plex a n d  highly explosive econom y, C h in a  p o ses  u n iq u e  challenges th a t  
d em and  long ran g e  p lan n in g  a n d  a  focus on  re la tio n sh ip s  a n d  c ro ss  c u ltu ra l literacy. It 
is X ian J a n s s e n ’s ability  to  tra in  its  w orkforce, c a te r  to  its  m a rk e t, a n d  inco rpo ra te  
cu ltu ra l m an ag em en t perspectives th a t  m ake  it a  s ta n d a rd  to  u p h o ld  in  b o th  the  
C hinese a n d  global con tex ts.
W hat follows is  a n  orgem izational a n d  h is to rica l overview  o f X ian J a n s s e n ’s 
experience in  th e  C h in a  m arke t. Like th e  B u d d h is t s c r ip tu re s  a t  C h an g  A n’s  Big Goose 
Pagoda, th is  w este rn  jo in t v en tu re  h a s  p a tien tly  w ith sto o d  th e  te s t  of tim e.
i3Interview with Norskog, 24 July, 1995.
i“Gu Lihong, “W inning the H eart of the C ustom er-M anaging  Concepts and  Secrets of Success of 
Xian Ja n sse n ,” Com pany Report translated  by Shi Songquan, taken  from b usiness report of Gu 
Lihong, 1995, pp. 1-5.
*5 “Putting the Corps into Corporate,” p. 51. 
i^lnterview with Norskog, 24 Ju ly , 1995.
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inco rpo ra ting  C hinese c h a rac te ris tic s  w hile a t  th e  sam e tim e affecting  ch an g e  o n  th e  
env ironm en t a ro u n d  it.
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I l l  - CH A PTER I  : AN OVERVIEW  O F XIAN JA N S S E N "
A b stra c t
W estern  jo in t v en tu re s  in  C h ina  have m et w ith  ex trem e d ifficu lties b ecau se  o p e ra tio n s  
o ccu r betw een  a  privately  ow ned b u s in e ss  a n d  s ta te - ru n  pub lic  agenc ies th a t  som etim es 
have conflicting goals a b o u t in v estm en t a n d  re so u rce  allocation . To reveal th e  con tex t 
of th ese  re la tio n sh ip s, th e  case  of X ian J a n s s e n  is  defined  in  te rm s  o f o w nersh ip  a n d  
ad m in is tra tiv e  responsib ility  betw een p a r tn e rs  a t  b o th  co rp o ra te  a n d  jo in t v en tu re  
levels. The com pany’s scope of b u s in e ss  a n d  record  of su c c e ss  a re  exam ined , w ith  a n  
em p h asis  on  th e  s ta n d a rd s  a n d  perfo rm ance expected  by C h in a ’s  Top Ten J o in t  V en tu re  
Selection C om m ittee.
A BACKGROUND AND EARLY H ISTO RY
X ian J a n s s e n  is  a  S ino-Belgian p h a rm a ce u tic a l jo in t v e n tu re  e n te rp rise  th a t  w as 
legally estab lish ed  O ctober 22 , 1985. Located in  S h aan x i p rov ince’s cap ita l city  o f X ian, 
th e  com pany h a s  becom e one of C h in a ’s fo rem ost b u s in e s s  su c c e ss  sto ries. T he orig inal 
p a r tn e rsh ip  w as m ade betw een  J a n s s e n  P h a rm a c eu tica  o f B eerse, B elgium  a n d  th e  
H angjiang P harm aceu tica l F actory  o f H angzhong, S haan x i.
As th e  founder a n d  CEO of J a n s s e n  in te rn a tio n a l, Dr. P au l J a n s s e n  in itia ted  
m om en tu m  for th e  jo in t v en tu re  a fte r m ak in g  a  tr ip  to  S h aan x i p rovince in  1982. A fter a  
s tu d y  th a t  w as com m issioned  by th e  S ta te  Econom ic a n d  T rade  C om m ission , 
p erm ission  w as g ran ted  for J a n s s e n  N.V. a n d  H ang jiang  P h a rm aceu tica l to  jo in tly  
p roduce  C M ethyl B enzyne to  be sold on  th e  C h inese  n a tio n a l m ark e t. A fter approval by 
th e  S ta te  P lann ing  C om m ission, a  jo in t v en tu re  license  w as aw arded  in  O ctober o f 1985. 
C o n stru c tio n  of new  facilities w as u n d e r ta k e n  a n d  com pleted  in  M arch  of 1989. W ithin  
two m o n th s , th e  first p ro d u c ts  w ere com ing off th e  a ssem b ly  line a n d  being  d is trib u ted . 
Sales reach ed  189 m illion y u a n  d u rin g  th e  co m p an y ’s firs t full y e a r o f sa les , m ak in g  
X ian J a n s s e n  th e  la rg est p h a rm aceu tic a l jo in t  v e n tu re  in  C h in a  a t  th e  tim e.
i^The figures obtained for the  case study  were gathered by the w riter du ring  1994-1995 with the 
assistance of Xian J a n sse n 's  Public Relations D epartm ent. The m ajority of the  research  was 
done to compile data  for the com pany’s ten-year anniversary  celebration in O ctober of 1995. 
Additional research  and  interviews were conducted a t  the  Top Ten Jo in t V enture aw ards 
cerem ony (sponsored by Xian Janssen ) in Ju ly  of 1995. Sources included com pany press 
releases, m edia articles, S tate Pharm aceutical A dm inistration figures, published reports by the 
Top Ten Selection Committee, and  extensive personal interviews.
J8Ma Lie and  Liu Dizhong, “Official Operation S tarts  for Xian Ja n sse n  " rh f t ia  n a ily  , May 6, 
1991, p. 1.
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B JV  PARTNERSHIP
As is  im plied by th e  nam e, X ian J a n s s e n  is  a  jo in t v en tu re  th a t  sh a re s  
responsib ility , investm en t, a n d  profit be tw een  two p a rtie s . The te rm  of th e  p a r tn e rs h ip  
a rra n g em en t is  for fifty years, en d in g  in  2035. O n th e  W estern  side o f th e  eq u a tio n , 
J a n s s e n  P h arm aceu tica  of B elgium  is d esig n a ted  a s  a  fifty-two p e rcen t ow ner. J a n s s e n  
itse lf w as p u rc h a se d  by J o h n so n  & J o h n s o n  In te rn a tio n a l, how ever, a n d  m a n ag e m e n t 
is  u ltim ate ly  answ erab le  to J o h n so n  & J o h n s o n  co rp o ra te  h e a d q u a r te rs  in  th e  U nited  
S ta tes . As one of Jo h n so n  & J o h n s o n ’s  la rg est su b sid ia ries , J a n s s e n  exerc ises 
considerab le  au tonom y in  its  m a n ag em en t of th e  C h inese  jo in t v en tu re . N evertheless, 
J o h n so n  & Jo h n so n  stockho lders a re  th e  p rin c ip a l co n stitu en cy  to co n sid e r in  
J a n s s e n ’s  policy decisions.
The C hinese side of the  jo in t v e n tu re  a lso  co n ta in s  m ore th a n  one en tity  a n d  h o lds 
forty-eight p e rcen t ow nership . The p rin c ip a l rep re sen ta tiv e  of th e  C h inese  p a r tn e rsh ip  
is th e  P harm aceu tica l In d u s tria l C orpo ra tion  of S h aan x i Province. In  add itio n , 
responsib ility  is sh a red  by th e  N ational C h inese  P h arm aceu tica l In d u s tr ia l C orpora tion , 
th e  C h in a  N ational P h arm aceu tica l Foreign T rade C orporation , a n d  th e  H angjiang  
P h arm aceu tica l Factory.
C - STRUCTURE
M anagem ent of th e  p a rtn e rsh ip  is  overseen  by a  twelve m em b er B oard  of D irectors. 
Of th e  twelve rep resen ta tiv es, six a re  C hinese  a n d  six a re  W estern  m a n ag e rs  affiliated 
w ith  J a n s s e n  N.V. The d irector, o r ch a irp e rso n , is  C h inese  a n d  th e  V ice-D irector is 
Belgian. Two a n n u a l m eetings a re  he ld  by  th e  B oard , w hich  oversees th e  m a n ag em en t 
responsib ility  system . The policy of every th ing  from  m a n u fa c tu r in g  to  re p a ir  a n d  
m a in ten an ce  is overseen  by th e  12 b o a rd  m em bers. T he daily  m an ag em en t is  ca rried  
o u t by th e  Executive P residen t a n d  o th e r  J a n s s e n  ad m in is tra to rs  th ro u g h  th e  m ain  
office in  Beijing. O perations a n d  p ro d u c tio n  a re  overseen  by th e  D eputy  V ice-P residen t 
a n d  o th e r C hinese rep re sen ta tiv e s  a t  th e  m a in  factory  com plex in X ian.
i^Xian J a n sse n  Public Relations D epartm ent, Brochure, 1995, p. 5.
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D - BELGIAN JANSSEN
J a n s s e n  P h arm aceu tica , N.V. w as founded  in  1953 by D r. P au l J a n s s e n . The 
com pany  specializes in  th e  re sea rc h  of m edicine a n d  p h a rm a ce u tic a l p ro d u c ts . The 
com pany  h a s  developed m ore th a n  seventy  new  p h a rm a ce u tic a l p ro d u c ts  since  its  
incep tion , m ak ing  it one o f th e  m o st prolific p h a rm aceu tica l developers in th e  w orld. Its  
m ajor global re sea rc h  offices a re  located  in  Belgium , G erm any, E n g lan d , F rance , Spain , 
a n d  th e  U nited  S ta te s . As of 1993, J a n s s e n ’s  Belgian em ploym en t s ta ff  stood  a t  3 ,280 , 
w ith  tech n ica l w orkers  com prising  1,178, o r a b o u t o n e -th ird  o f th e  to tal.
In 1992 world sa le s  volum e reach ed  $ 745 m illion U.S. d o l l a r s , 84  p e rc en t of 
w hich  w as ea rn ed  th ro u g h  export sa le s .21 S ince 1953, tw enty-five new  m ed ic ines a n d  
p a te n ts  have b een  developed. R esearch  a n d  D evelopm ent ex p en ses  reach ed  $159  
m illion in  1992. T h is a cc o u n ts  for tw enty-one p e rcen t of a n n u a l  sa le s  volum e, a n d  
re p re se n ts  m ore th a n  five p e rcen t of B elgium ’s to ta l a n n u a l  m ed ical re sea rch  
investm en t.
J a n s s e n ’s  w orldw ide em ploym ent now  s ta n d s  a t  over 11 ,000 people. In  ad d itio n  to 
th e  six  in te rn a tio n a l re sea rc h  cen te rs , m a n u fac tu rin g  is  done  in  eleven c o u n trie s  w ith  
b ra n c h  offices in  th ir ty -s ix  co u n tries . P roduct sa les  a re  even  m ore  in te rn a tio n a l, w ith  
sa les  o ccu rring  in 150 cou n tries .
B eginning in 1961, J a n s s e n  h a s  acted  a s  a  su b sid ia ry  of Jo h n s o n  & J o h n so n  
In te rn a tio n a l of th e  U nited  S ta tes . J o h n so n  & J o h n so n  acq u ired  th e  B elgian com pany  
in  th a t  year, an d  J a n s s e n  h a s  since  becom e the  com p an y ’s la rg e s t c o n trib u tin g  
su b sid ia ry  worldwide. Dr. P au l J a n s s e n  h a s  left h is  p o s t a s  J a n s s e n ’s CEO b u t still 
m adntains a n  active role in  overseeing com pany developm ent. J a n s s e n  h im se lf w as th e  
p rinc ipa l in itia to r o f th e  X ian jo in t v en tu re , a n d  h is  su p p o rt c o n tin u e s  to be a  v ita l 
e lem en t of th e  co m p an y ’s success .
E - JOHNSON & JOHNSON
As th e  C orporate  ow ner of J a n s s e n , J o h n so n  & J o h n so n  is  involved in  every m ajo r 
policy decision  affecting X ian J a n s se n . C hief Executive Officer R alph  L arsen  oversees a  
co rpo ra te  en tity  th a t  is  co n sis ten tly  ran k ed  in  the  top fifty la rg est co m p an ies  in  th e
20Calculated using  1992 exchange of $1 USD = $32.66 BFR.
2iXian Ja n sse n  Public Relations D epartm ent. 1993 press release, p. 6.
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MU. AU. . . .  .w. w .-jnp le , h is  com pany  w as ra te d  a s  th e  w orld ’s 3 0 th  la rg est, w ith
a n n u a l sa le s  of $14 .138  billion U.S. dollars. In te rn a tio n a lly  th e  com pany  ow ns 172 
b ra n c h e s  w ith  82 ,000  to ta l w orkers, a n d  h a s  o p era tio n s  in  fifty-five co u n trie s .
S tru c tu ra lly , J o h n so n  & Jo h n so n  is  com prised  of th re e  d ifferen t d e p a rtm en ts . 
C o n su m er goods a n d  specialized goods a re  su b s ta n tia l b u t  le ss  lu c ra tiv e  d e p a r tm e n ts  
nex t to  th e  p h a rm aceu tic a l d ep artm en t. If th e  th ree  d e p a r tm e n ts  a re  com bined , th e re  
a re  tw enty-one p ro d u c ts  th a t  exceed $5 0  m illion in  a n n u a l  sa les  volum e. O f those , 
twelve a re  over $100  m illion annually . In th e  p h a rm a ce u tic a l m a rk e t itself, J o h n s o n  & 
J o h n so n  ra n k s  am ong th e  top  five U.S. co m pan ies  a n d  th e  top  e igh t w orldwide. 
J a n s s e n  is th e  la rg est su b sid ia ry  c o n trib u to r ow ned by th e  A m erican  g ian t, followed by 
MacNeil a n d  G eer Biologicals.
F  - INVESTM ENT
In  o rd e r to  begin op era tio n s, X ian J a n s s e n  invested  over $ 1 5 2  m illion y u a n  in  fixed 
a sse ts , 52 p e rcen t of w h ich  w as provided by B elgian p a r tn e rs . 22 The foreign c u rren cy  
in v estm en t tra n s la te s  in to  roughly  $  805 m ilhon B elgian fran cs, o r $ 21 .2  m illion U.S. 
dollars. In  te rm s  of rea l e s ta te , th e  X ian factory  com plex h a s  a  to ta l a re a  o f 168 ac res , 
w ith  a  build ing  a re a  of 3 ,5 1 3  sq u a re  m e te rs .*3 Space in c lu d es  a  m ain  p rep  factory , 
chem ical p lan t, pow er p la n t, sew age d isp o sa l facilities, w areh o u sin g , a n d  th e  m ain  
office a n d  d in ing  build ing. In  add ition  to  its  p ro p e rtie s  in  S h aan x i, X ian J a n s s e n  h a s  
m an ag em en t a n d  d is tr ib u tio n  offices in  Beijing, S h an g h a i, a n d  G uangzhou . 
Increasingly , sa les  offices a re  a lso  being  opened  in  th e  cap ita l c ities  o f each  province.
G - PRODUCTS AND SC O PE O F BU SIN E SS
After a n  initial co m p en sa tio n  tra d e  ag reem en t w ith  th e  H ang jiang  factory , X ian 
J a n s s e n ’s p roduction  began  in  1989. To begin  w ith , e igh t p a te n te d  J a n s s e n  p ro d u c ts  
w ere ch o sen  for th e ir  a ssu m e d  d em an d  a n d  m ark e tab ility  in  C h ina . As th e  p ro d u c ts  
w ere well-received a n d  have  seen  co n tin u ed  in c rease s  in  sales , one o r tw o new  p ro d u c ts  
from  J a n s s e n  N.V. a re  in tro d u ced  a n d  m ark e ted  each  year. C onsequen tly , X ian 
J a n s s e n  now  sells twelve p a ten ted  J a n s s e n  p ro d u c ts  in  th e  C h in a  m ark e t. W hile som e
22Ma Lie and  Liu Dizhong, p. 1.
23Xian J a n sse n  Public Relations D epartm ent. 1994 Press Release, p. 4.
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p ro d u c t m a te ria ls  a re  supp lied  e lsew here, th e  m ajority  of th e  p ro d u c t line is  p u rc h a se d  
a n d  p roduced  in  C h in a  accord ing  to  J a n s s e n  technological a n d  p a te n t  s ta n d a rd s . The 
c u rre n t p ro d u c t lis t is  a s  follows.
P repulsid  (G astro in testin a l Prokinetics)
M otilum  (No. 1 Selling  G a stro in te s tin a l In  China)
Sporanox (Oral A ntifungal)
D ak tarin  (No. 1 Topical B ro ad -S p ec tru m  M edicine In  C hina)
Nizoral (Oral A ntifungal)
H ism anal (Oral A n tih istam ine)
Sibelium  (M igraine And Vertigo T reatm en t)
Im odium  (Anti-Diaurhoeal)
Vermox (In testina l T rac t A nti-Parasitic)
Haldol D ecanous IM (Long-Term A nti-Psychotic  T rea tm en t)
Triatop Lotion (A nti-D andruff Sham poo)
Livostin (A ntihistam ine)
F our of th e  above p ro d u c ts  a re  lis ted  on  th e  W orld H ealth  O rg an iza tio n ’s  b asic  
m edication  list a n d  all have  u n d e rg o n e  extensive m ark e t re se a rc h  before be ing  licensed  
in  C hina. The new est p ro d u c ts  a re  Sporanox , P repulsid , T riatop , a n d  Livostin, w h ich  
have all been  in troduced  since  1993.
H . XIAN JANSSEN’S RECOGNITION IN CHINA
By bu ild ing  its  im age of quality , va lue, a n d  reliability  in  p ro d u c tio n  a n d  m ark e tin g , 
X ian J a n s s e n  h a s  becom e a  h o u seh o ld  n am e in  C h in a  today. Ten y e a rs  a fte r th e  
signing of its  jo in t v en tu re  c o n tra c t, th e  com pany  is  now  know n to  d o c to rs , officials, an d  
laym en alike a s  C h in a ’s  lead ing  p h a rm a ce u tic a l jo in t v en tu re . In  1992 it w as  ra n k e d  a s  
th e  tw elfth  m ost e stab lish ed  co rpo ra tion , C h inese  o r o therw ise, to  be o p e ra tin g  in  
C hina. It h a s  received n u m e ro u s  provincial aw ard s , inc lud ing  th e  S h aan x i 
E nv ironm ental P ro tection  B u re a u ’s  n u m b e r one ran k in g  in  1993. X ian J a n s s e n ’s n am e 
recognition  h a s  in  fact becom e so po p u la r, th a t  it w as  d iscu ssed  a t  J o h n s o n  & 
J o h n s o n ’s  a n n u a l lead e rsh ip  conference a s  a  p o ten tia l m ark e tin g  tac tic  for its  o th e r 
C h in a  operations.
By fa r th e  m ost no tew orthy  recognition , how ever, is X ian J a n s s e n ’s  c o n s is te n t 
perform ance a s  one of C h in a ’s to p -ran k ed  jo in t v en tu re s . B eginning  in  1988, th e  
C hinese  governm ent h a s  sp o n so red  a n  a n n u a l  c o n te s t in  co n ju n c tio n  w ith  th e  
Econom ic Daily to de te rm in e  a n d  ra n k  th e  c o u n try ’s te n  b e s t jo in t  v e n tu re s . In  o rd e r to
24 “Frameworks for Growth” video—Jo h n so n  & Jo h n so n  Presidential Leadership Conference, May 
10, 1995.
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be eligible, com pan ies  m u s t in v est a  m in im u m  of $1 0  m illion U.S. dollars. T he ra n k in g  
p ro cess  is  d e term ined  by th e  tax a tio n  b u re a u , s ta tis tic a l an a ly s is , a n d  expert 
evalua tions. The following n in e  s ta tis tic s  a re  w eighed by  s ta tis tic ia n s  in th e ir  
ev a lu a tio n s  :
Profit M argin T hrough  In v es tm en t 
Profit M argin Per P erson  
Labor Productiv ity  
A ccum ulative Total 
In v estm en t Per Person  
E xchange E qualization  
O u tp u t/C o s t Ratio 
E xport R ate
In p u t O f R esearch  A nd D evelopm ent 
In ad d itio n  to th e  above co n sid era tio n s , ap p o in ted  ex p e rts  m u s t w eigh th e  te ch n ica l 
s ta n d a rd s  em ployed by th e  com pany, a s  well a s  overall b u s in e s s  s tra tegy  a n d  benefits  
d is trib u ted  to  com m unities.
After six y ears  of aw ard s  being  m ad e , X ian J a n s s e n  h a s  co n sis ten tly  been  one  of th e  
top fin ish ers  in  jo in t v en tu re  ran k in g s . W hile th e  com pany  cu rre n tly  s ta n d s  a s  th e  
n u m b e r two jo in t v en tu re  in  th e  co u n try , it w as  lis ted  f irs t in  199325 a n d  is  likely to 
regain  its  to p  spo t n ex t year, d u e  to reco rd  b reak in g  sa le s  in  1995. W hile th is  is  n o t a n  
ab so lu te  gauge for th e  com p an y ’s su ccess , th e  c o n te s t is  w ell-covered by th e  m edia , a n d  
w in n ers  receive m illions of do lla rs  w orth  o f free ad v ertis in g  a n d  ad d ed  n am e 
recognition. X ian J a n s s e n ’s dom in a tio n  of th e  even t is  ev iden t w hen  co n sid erin g  th a t  
th e  governm en t allowed th e  1995 conference to be h o s ted  in  X ian a n d  funded  by X ian 
J a n s s e n .25 This is  th e  first tim e th a t  a  com pany  h a s  ta k e n  su c h  a  confiden t in itia tive  in  
th e  jo in t v en tu re  ran k in g  process.
The following tab le  su m m arizes  th e  h ig h  degree of recognition  th e  com pany  h a s  
received in  th e  1990s :
Year Top Ten 
Jo in t V entures 
in China
Top 500 com panies 
in China 
(Pharmaceutical)
Top Ten National 
P harm aceutical 
Com panies
Shaanxi Province 
Best Industria l 
Enterprise
*91 #4 #1 #1
25 Xian Jan ssen  News , Xian Ja n sse n  Public Relations D epartm ent, October 28, 1993, p. 4.
26The “1995 10 Best Jo in t V entures Award Ceremony” w as held a t the  New World Hotel in Xian. 
The event w as sponsored entirely by Xian Jan sse n , who moved from 1st to 2nd in the an n u a l 
rankings.
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•92 #1 #1 #1
•93 #1 #2
•94 #2 # l ( l s t  an n u al) #4
Given i ts  im pressive record  in  co m m unity  aw ard s, it  w ould  seem  th a t  X ian J a n s s e n  
h a s  done m an y  th in g s  rig h t in  m an ag in g  its  C hinese p a rtn e rsh ip . A close look a t  th e  
com pany’s h is to ry  reveals th a t  th is  recognition  h a s  n o t com e w ith o u t e n d u rin g  difficult 
challenges th a t  requ ired  innovative so lu tions.
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IV - CHAPTER 2  : H ISTO RY
A bstrac t
X ian J a n s s e n ’s  h is to ry  can  be divided in to  th ree  s tag es  th a t  have  b een  sh ap ed  by b o th  
ex ternal a n d  in te rn a l even ts. The first s tage  m irro red  th e  raw  o p p o rtu n itie s  c rea ted  by 
C h in a’s in itia l m a rk e t reform s. T h is u n p red ic tab le  period w as followed by a  ch an g e  in 
m an ag em en t p rio rity  from  p ro d uction  to  sa les  th a t  co incided  w ith  C h inese  political 
tu rm oil in  th e  y ears  su rro u n d in g  1989. Upon m eetin g  th e se  challenges, X ian J a n s s e n  
began  to  m ove forw ard w ith  new  direction , keep ing  pace  w ith  a n  equally  v ib ran t a n d  
growing C h inese  m ark e t. As th is  h isto ry  su g g ests , X ian  J a n s s e n  h a s  experienced  a  
lead-lag re la tio n sh ip  w ith  i ts  su rro u n d in g s , som etim es p re ss in g  for new  o p p o rtu n itie s  
an d  o th e r tim es hav ing  to a d a p t to  local ideas a n d  even ts.
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
A - CHAPTER 2-A : EARLY HISTORY
Things here  w eren ’t  a lw ays like they  a re  today. W hen we firs t a rrived  h e re  I h a d  
to  p u t  m yself in  C h inese  sh o es  a n d  th in k  a b o u t w h a t life w a s  like for th em . We 
h a d  to  tra in  people th a t  w ere ta u g h t to  revere, qu ietly  obey, a n d  get o u t of th e  
w ay o f leaders w ith o u t a sk in g  q u estio n s. C om m unism  still lingered  a n d  people 
rem em bered  th e  c u ltu ra l revolu tion . H istory  h a d  ta u g h t people th a t  
re la tio n sh ip s  m a tte red  m ore  th a n  perfo rm ance a n d  su c c e ss  w as to  be avoided 
b ecau se  “fat p igs got e a te n .” O u r w este rn  m an ag em en t id eas  w ere like te lling  
th em  to  ju m p  off a  cliff, b u t  we s ta r te d  p itch in g  it to  th em  over a n d  over, looking 
for w ays to m ake it m ean ing fu l for th e m  a n d  rew ard ing  even  th e  sm a lle s t tw itch  
of a n  effort. 27
These w ords were spoken  by X ian J a n s s e n  p re s id en t J e r ry  N orskog a t  th e  W orld 
Trade C en ter’s B ierstube  on  a  h o t J u ly  evening  in  Beijing. N orskog h a d  j u s t  fin ished  
hosting  C h in a ’s 1994 Top T en J o in t  V en tu re  a w ard s  cerem ony ea rlie r in  th e  m o n th , a n d  
h is  com pany  h ad  received th e  n u m b e r  2 aw ard  a fte r re ign ing  a t  n u m b e r  1 for th e  
prev ious tw o years. In  looking a t  i ts  c u r re n t perform ance, it w ould  seem  im probab le  
th a t  th is  incredibly  su ccessfu l com pany  could  have  been  on  th e  verge of a  to ta l co llapse 
ju s t  five y ears  earlier. To lis ten  to  h is  version  o f th e  story , how ever, it becom es 
a p p a ren t th a t  X ian J a n s s e n ’s level of su ccess  h a s  been  achieved  only  a fte r h a rd -fo u g h t 
b a ttle s  in  overcom ing c u ltu ra l a n d  political challenges w ith in  th e  C h in ese  b u s in e ss  
env ironm ent an d  th e  m ark e t. A look a t  th e  in te rp lay  betw een  th e  com p an y  a n d  its  
political a n d  cu ltu ra l en v iro n m en t su g g est th a t  b o th  h is to rie s  have  h a d  to  a d a p t to 
chang ing  a ssu m p tio n s .
1. XIAN JANSSEN AND CHINA’S ECONOMIC REFORM
X ian J a n s s e n  h a s  evolved over a  period  of m ore th a n  ten  y ea rs , a n d  th e  h is to ry  of 
th a t  developm ent is  b o u n d  to  C h in a ’s  ow n econom ic tim eline. 2» In  le ss  th a n  two 
decades C h ina  h a s  gone from  being  a n  iso la ted , s ta te - ru n  econom y to  becom ing  a  m ajo r 
p a rtic ip an t in  the  w orld econom y. T h is  p ro cess  h a s  been  sped  u p  by th e  in te rp lay  of 
governm ent policies a n d  in v es to rs  like P au l J a n s s e n , w ho have b een  q u ick  to  recognize 
th e  p o ten tia l of open ing  th e  w o rld ’s  la rg est p o ten tia l co n su m e r m ark e t. In  o rd e r to
27The writer paraphrases President Je rry  R. Norskog, speaking abou t his first years of experience 
a t Xian Ja n sse n  in a  personal interview in Beijing, Ju ly  24,1995.
28Chart #7 provides an  overview of C h ina’s timeline for economic reform an d  Xian J a n s s e n ’s 
development. C hina’s historical inform ation in the ch art w as taken  prim arily from C hina Since 
1978. M ackerras, Taneja, & Young eds. (New York; St. M artin’s Press, 1994). Com pany 
inform ation w as taken from the interviews, brochures, diaries, and  reports m entioned in the 
bibliography.
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ap p rec ia te  th e  full p ic tu re  of X ian J a n s s e n ’s h is to ry , we m u s t view it w ith in  th e  co n tex t 
of C h in a ’s  ow n h isto rica l developm ent, beg inn ing  in  th e  reform  period  of th e  la te  1970s.
Econom ic ch an g es in  C h in a  have  affected  X ian J a n s s e n ’s developm ent, a n d  in  m any  
c ase s  they  have  p ro g ressed  a s  m irro r im ages. A look a t  th e  tre n d s  th a t  m oved C h in a  
tow ard in teg ra tion  in to  global tra d e  fo rum s, cap ita l m a rk e ts , a n d  opening  to foreign 
in vestm en t will provide g ro u n d in g  for u n d e rs ta n d in g  X ian J a n s s e n ’s  su ccess. T hese  
tre n d s  can  be traced  to  th e  CCP’s  first m a jo r econom ic refo rm s, beg inn ing  in  th e  1970s.
2 . CHINA’S ECONOMIC REFORM
The te rm  “econom ic reform ” in  C h in a  re fe rs  to  th e  se t of policies a n d  s ta te -  
san c tioned  in s titu tio n a l ch an g es  o ccu rred  a t  th e  T h ird  P len u m  of th e  E leven th  C en tra l 
Com m ittee of th e  C h inese  C o m m u n ist P a rty  in  D ecem ber of 1978.^^ The period  th a t  h a s  
e lapsed  since  th is  d a te  h a s  w itn essed  th e  longest a n d  la rg e st econom ic ex p ansion  in 
C h in a’s  en tire  h isto ry . More im p o rtan tly , it h a s  seen  C h ina  linked  to  th e  in te rn a tio n a l 
econom y th ro u g h  tra d e  a n d  finance  to  a n  u n p re c ed e n te d  degree. In  te rm s  of 
in te rna tiona liza tion , reform  h a s  e licited  its  g re a te s t ch an g e  in  th e  rea lm  of tra d e  a n d  
foreign investm en t.
3 . TRADE
Initial reform  policies in  th e  tra d e  sec to r a im ed  to  ex p an d  th e  role of tra d e  in  C h in a ’s 
econom y by in tro d u c in g  decen tra lized  s tru c tu re s  to oversee exporta tion . B eg inn ing  in  
1978, a  sm all n u m b er of p ro d u ce rs  w ere allow ed to engage directly  in  in te rn a tio n a l 
trad e  o r b u s in e ss  w ith  foreign p a r tn e rs . E n te rp rise s  w ere p e rm itted  to  re ta in  p a r t  of th e  
foreign exchange ea rn in g s , a n d  p re fe ren tia l exchange  ra te s  w ere in tro d u ced  to 
encourage  trade . Several co as ta l tra d e  zones w ere ta rg e ted  in  1980 w ith  th e  c re a tio n  of 
S henzhen , Z huhai, S h a n to u , a n d  X iam en Special Econom ic Zones, o r SEZ’s. All of 
th ese  efforts aim ed a t  d ecen tra liz in g  th e  old tra d e  system , in  w hich  pow er w as h ighly  
cen tralized , m an ag em en t un ified , a n d  m onopolized by s ta te  s tru c tu re s .
29Ross G am au t, “C hina’s Reforms in In ternational Context” in E conom ic Reform and  
Internationalization  , ed. Ross G am au t and  Liu G uoguang (Australia; National University, 
1992), p. 29.
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4 . CHINA BELGIUM PROJECT # 01  : ®«>
The in itia l co n tra c t th a t  led to X ian J a n s s e n ’s jo in t v en tu re  w as a  cooperative 
ag reem en t for com pensa tion  tra d e  th a t  so u g h t to tak e  ad v an tag e  of eao*ly tra d e  reform s. 
As a  re sp o n se  to  ch an g es  in  trad e  reg u la tio n s  in  C hina , Dr. Pau l J a n s s e n  decided  to  
p u rsu e  c o n tac ts  th a t  he  h ad  m ade  on  h is  firs t tr ip  to  C h in a ’s S h aan x i region in  th e  la te  
1970s. As th e  fo under of a  grow ing co rp o ra tio n , Dr. J a n s s e n  w as in te re s ted  in  th e  
p o ten tia l to  b ring  h is  p a ten ted  p h a rm a ce u tic a l p ro d u c t to  C h in a ’s  large a n d  iso la ted  
m ark e t. W hen trad e  a n d  in v estm en t policies beg an  to  open  to  th e  o u ts id e  w orld  a t  th e  
T hird  P lenum  of th e  C o m m unist P arty  in  1978, a n  o p p o rtu n ity  arose.
A cting on the  new  policy of o p e n n ess , a  C h in ese  Im p o rt/E x p o rt com pany  o rgan ized  
a n  in form ational p h a rm aceu tica l sem in a r in  T ian jin  d u rin g  th e  su m m er of 1979. Two 
Belgian rep resen ta tiv es  from  J a n s s e n  w ere s e n t to  m ake p re se n ta tio n s  for possib le  
in v estm en t, b u t com m unication  w as difficult. A fter being  iso la ted  from  th e  o u ts id e  
world for 30 years, m o st C h inese  w ere very ten ta tiv e , a n d  tech n ica l E nglish  w as a n  
im posing  obstacle  to  overcom e.
The m eeting  lasted  for th re e  days, a n d  J a n s s e n  delegates did th e ir  b e s t to 
co m m unicate  th e ir  p ro d uction  p ro cess , desig n  d ra fts , a n d  q u a lity  specifica tions to  a n y  
p o ten tia l p a rtn e rs . After som e c a u tio u s  co n sid e ra tio n s , de legates from  H angjiang  
P h arm aceu tica l Factory  su b m itted  a  p ro p o sa l to  J a n s s e n  th e  following m o n th . The 
p roposal w as to u n d e rta k e  a  “co m p en sa tio n  tra d e ” p a r tn e rsh ip  in  w hich  J a n s s e n  w ould 
provide techn ica l in fo ra ia tion  a n d  e q u ip m e n t in  re tu rn  for H angjiang  fac to ry ’s lab o r a n d  
m ate ria l being  sold a t  a  p re feren tia l price.
For J a n s s e n , th is  w as a n  o p p o rtu n ity  w h ich  p e rm itted  th em  to  im port m a te ria ls  to  
m ake a n d  sell M ebendazole (a chem ica l co m p o n en t o f J a n s s e n  p roducts) in  C hina . In  
re tu rn , they  h a d  to provide th e  tech n ica l e q u ip m en t a n d  know -how  to  a id  p ro d u c tio n . 
The C h inese  factory gained  technolog ical e n h a n c e m e n t a n d  p a r t  ow n ersh ip  in  th e
30Much of the inform ation regarding J a n s s e n ’s first com pensation trade project is taken  from a 
personal interview with Gu Lihong, who now supervises sales program  m anagem ent u n d er Xian 
Ja n sse n  Vice President Zhang Xiongxin (Zhang Siong-Hsin). Ms. Gu also w as kind enough to 
supply a  business report th a t she m ade ab o u t the project during  her time as  an  employee of the 
Hangjiang factory.
31 C om pensation Trade agreem ents were the  p recu rso rs  to actual jo in t ven tu res in China. R ather 
th an  granting outright ownership, Chinese p a rtn e rs  prom oted the  im portation of technology in 
agreem ents th a t were negotiated through beneficial p artne rsh ip s  th a t allowed foreign en terp rises 
to gain com parative advantages in trad ing  the ir p roducts  produced with the C hinese partner.
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project. After b o th  s id es  ag reed  on th e  b a sis  of th e  co m p en sa tio n  tra d e  p ro ject, th e  
C hina-B elg ium  Project #1, o r “CBP-01,” w as in itia ted .
J a n s s e n  sen t a  s u b se q u e n t delegation  to  v is it H angjiang  F acto ry  in  1980. 
N egotiations began , a n d  a  tim e  fram e a n d  form al p ro jec t p ro p o sa l w ere d rafted  w ith in  a  
week. M any q u estio n s  a b o u t eq u ip m en t tra n sp o r t, cu rren cy  exchange , b u re a u c ra tic  
approval, a n d  price n eg o tia tio n s  w ere initially  u n c lea r. C h in ese  officials w ere likew ise 
h e s ita n t to  give th e ir  approval, a s  surv iv ing  th e  c u ltu ra l revo lu tion  h a d  ta u g h t th em  to  
ac t w ith  cau tion . D ue to  th e  su p p o rt of several key officials, how ever, th e  p ro jec t ga ined  
m om entum . J u s t  over tw o y ea rs  o f p lan n in g  took  p lace  a f te r  J a n s s e n ’s m eeting  in  
T ianjin  before CBP-01 w as form ally p a sse d  by m ore th a n  30 governm en ta l o rg an iza tio n s  
w ith  over 100 s ig n a tu re  s. ̂ 2
As th is  w as th e  first m a jo r foreign in v estm en t in  S h aan x i province, local officials 
took it u p o n  them selves to m ake  su re  co n stru c tio n  m oved forw ard. O ne of th e  saving  
g races for th e  p ro ject w as Mr. Z hang  B in, th e  S h aan x i p rov ince governor. 3̂ He issu ed  a  
s ta tem e n t to  m a n ag e rs  a n d  c o n tra c to rs  th a t  if an y  p ro ced u re  cou ld  n o t be  solved by 
norm al ch an n e ls , it  sh o u ld  be ta k en  directly  to  him.34 W hen ad d itio n a l w o rk ers  h a d  to  
be b ro u g h t in  to  m ake  u p  for ra in  delays, he  provided m e a su re s  to  feed a n d  h o u se  
them . Eventually , th e  factory  w as fin ished  w ith  all of th e  tech n ica l eq u ip m en t im ported  
a n d  in  place.
P lan t o p e ra tio n s  proved to be som ew hat m ore com plicated . C h inese  people h ad  
been  u se d  to  y ears  o f co m m u n is t ru le  a n d  cen tra lized  p lan n in g . They w ere tra in e d  in 
the  operation , cleaning, a n d  m a in ten an ce  of th e  h ig h -tech  cen trifu g e  a n d  reac to rs , a n d  
the  new  eq u ip m en t called  for daily  c lean ing  a n d  safety  m a in te n an c e  p ro ced u res . M ost 
m an ag e rs  felt th a t  th e  new  m ach in es  w ere too com plicated , w hile o p e ra to rs  w ere n o t 
u sed  to  th is  w ork a n d  often  com plained  or failed to  do it. In  la te  1981, several 
su p erv iso rs  even re q u e s te d  th a t  th e  new  cen trifuge be rep laced  w ith  a n  older, s im pler 
model.
32Qu Lihong, "The Key M anagem ent Lessons Learned in the Case of China-Belgium Project No.
1,” Xian Ja n sse n  b u sin ess  report, 1993, p. 6.
33As changes were occurring quickly in regard to m arket reform, bu reaucra tic  policy in the  case 
of investm ent w as often unclear. As a  top political leader Zhang Bin m ade Xian J a n s se n  his 
personal project, and  ensu red  th a t progress w as not upheld  locally. For all of his efforts to see 
th a t the project w as com pleted, today he is still known to J a n s se n  em ployees as  “the  father of the 
com pany.’
3^Gu Lihong, p. 7.
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Problem s w ith  p rocess  oversigh t w ere com pounded  by C hinese  lab o r law s. B ecause  
CBP-01 w as m erely a  co m pensa tion  tra d e  p ro ject, it w as ex trem ely  difficult for J a n s s e n  
to m an ip u la te  th e  sa la ry  o r  em ploym ent s ta tu s  o f a n y  w orker. B o n u ses  w ere given, b u t 
they  h a d  to be the  sam e a m o u n t for everyone, w h ich  a m o u n te d  to a b o u t 10 y u a n  per 
m o n t h . I f  b o n u ses  w ere given to  top  w orkers, o th e r d e p a r tm e n ts  com plained  o r 
th re a ten e d  to  strike . The C h inese  w orkers com plained  b ecau se  they  received a  s ta te  
sa la ry  yet h a d  longer h o u rs  a n d  w orked w ith  h ig h -m ain ten an ce  m ach in es . M any 
com plained  th a t  they  cou ld  w ork le ss  for th e  sam e a m o u n t a t  a  s ta te  factory. The 
problem  of b a lanc ing  w ork load a n d  p ay m en t u n d e r  C h inese  m a n ag em en t w as difficult 
a t  th e  factory. Eventually , factory  eq u ip m en t beg an  to  w ear dow n th ro u g h  m isu se , a n d  
m any  of th e  w orkers th a t  J a n s s e n  h a d  tra in e d  for th e  p ro jec t h a d  left o r w ere u n h a p p y  
w ith  th e ir  conditions.
The lesson  th a t  bo th  p a r tn e rs  lea rn ed  from  th e  CBP-01 pro jec t w as  twofold. F irst, 
they  learned  th a t  th e  tra n s fe r  a n d  in tro d u c tio n  of h igh  technology a n d  p ro d u c t know ­
how w ere q u ite  a tta in ab le  goals. The factory  h a d  been  com pleted  u n d e r  d ifficult 
c ircu m stan ces , an d  its  p o ten tia l for p ro d u c tio n  w as in  place. O n th e  o th e r h a n d , 
m an ag em en t of th e  factory  proved to be n e a r  im possib le  u n d e r  th e  C h inese  system . For 
th e  C hinese, they  learn ed  th a t  m an ag em en t w as u ltim ate ly  m ore im p o rtan t th a n  
technology, a n d  th a t  th e  foreign p a r tn e r  n eeded  to  be involved in  o rd e r to m ake th in g s  
ru n  efficiently. A full-blow n jo in t v en tu re  w as needed  to  ta k e  ad v an tag e  of th e  
technology transfer.
B elgian J a n s s e n  drew  th e  sam e conclusions. W hile th ey  h a d  som e re a so n s  to  be 
d isappo in ted , they rem ain ed  highly  in te re s ted  in  e n te r in g  th e  C h inese  m ark e t. Not only 
w ould th is  im prove C h in a ’s access  to  h e a lth  care  p ro d u c ts , b u t sa le s  in  C h in a  could  
a lso  fu n d  th e  m ain  th r u s t  of J a n s s e n  In te rn a tio n a l, w h ich  is  co n tin u ed  re se a rc h  a n d  
p ro d u c t developm ent w orldw ide. For th e se  re a so n s , J a n s s e n  p a r tn e rs  w ere w illing to 
overlook th e  shortcom ings of th e  CBP-01 a n d  com m it to  a  second  p ro jec t for a  full jo in t 
v en tu re  en terp rise .
5. FOREIGN CAPITAL AND INVESTMENT
Like trad e  reform , policies reg a rd in g  foreign cap ita l in v es tm en t w ere  in itia ted  in  th e  
T hird  P lenum  of 1978 a n d  proceeded in  s tages. The first s tage , betw een  1978 a n d  1984,
35At the time of CBP-Ol’s opening, the  Renm in Bi w as being traded  a t roughly 5 RMB to 1 USD, 
transla ting  into a  maxim um  m onthly bonus of 2 U.S. Dollars.
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saw  m o d est in c reases  in  foreign in v estm en t, w ith  a n n u a l incom e averag ing  $3.1  billion 
U.S. dollars. This w as th e  period  in  w hich  CBP-01 w as u n d e r ta k e n , a n d  b o th  p a rtie s  
found th a t  fu rth e r reform s w ere n eed ed  for su ccessfu l p a r tn e r in g  to  ta k e  place.
In vestm en t w as fu r th e r  en co u rag ed  in  1984, w hen  14 c ities  w ere opened  to  
in v estm en t an d  th e  afo rem en tioned  econom ic zones w ere c rea ted  w ith  p re feren tia l 
tre a tm e n t for ou tside in vesto rs. T hese  tre n d s  w ere fu r th e r  s tre n g th e n e d  in  1988 a s  
pow er w as fu rth e r d ecen tra lized  to  th e  p rov inces a n d  co as ta l localities.
C h ina’s em p h asis  h a s  sh ifted  g rad u a lly  from  d eb t to  d irec t in v estm en t, a s  th e  la tte r  
option b rings several ad v an tag es . D irect foreign in v estm en t c a n  p rom ote  th e  u s e  of 
technology, equ ipm en t, a n d  m a n ag e m e n t expertise . A dditionally, it ex p an d s  th e  export 
of com m odities, rep laces im p o rts  w ith  locally-m ade p ro d u c ts , a n d  ca rrie s  le ss  r isk  th a n  
long-term  borrow ing.3̂  T hese ad v an ta g e s  w ere welcom ed by C hina . Foreign in v esto rs  
w ere likewise a ttra c te d  to C h in a  d u e  to  its  large p o ten tia l c o n su m e r m arke t.
6 . XIAN JANSSEN JOINT VENTURE CONTRACT
W hile both  Belgian in v esto rs  a n d  C h inese  officials hoped  to  ta k e  ad v an tag e  of th e  
o p p o rtu n ities  provided by jo in t v e n tu re  p a r tn e rsh ip , th e  b u re a u c ra tic  p ro ced u re  took  
som e tim e to reach  its  com pletion. R egu lations req u ired  th a t  a  jo in t p roposa l first 
needed to  be su b m itted  to  th e  S ta te  P lan n in g  C om m ission. T his p roposal, d u b b ed  CBP- 
02, w as developed d u rin g  a  tr ip  to  C h in a  m ad e  by Dr. J a n s s e n  in  O ctober of 1982. Dr. 
J a n s s e n 's  delegation w orked closely w ith  th e  S ta te  M edical A dm in istra tive  D ep artm en t, 
the  S haanx i Medical B u reau , a n d  th e  H angjiang  Factory  to  e s ta b lish  a  p lan  for a  jo in t 
v en tu re  en te rp rise .3?
The S ta te  P lann ing  C om m ission  approved  th e  p roposa l on  J u ly  7, 1983. T h is s tep  
w as followed by feasibility  s tu d ie s  w h ich  req u ired  d esig n ers  to su b m it p ro p o sa ls  a b o u t 
all a sp ec ts  of the  com pany , from  co n s tru c tio n , im porta tion , a n d  technology tra n s fe rs  to  
budgetary  estim ations. It w a s n ’t  u n ti l  April 19, 1985 th a t  th e  jo in t v e n tu re  c o n tra c t.
36Deng Jianm in , p. 33.
37Many of the early historical records for the  jo in t venture con tract were obtained th rough  the 
business diaries of Meng Fanfu, A dm inistration M anager for the com pany from 1985 to 1993.
The writer also interviewed Mr. Meng, who is now the  G eneral M anager of the  new Deer G arden 
Housing Project for factory em ployees in Xian. The extensive busin ess  d iaries were tran sla ted  by 
Professor Shi Songquan, visiting professor of Foreign Languages an d  L iteratures a t  the University 
of M ontana in 1995-96.
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technology tra n s fe r  co n trac t, a n d  com pany  co n s titu tio n  w ere all s igned , a n d  a n  
app lica tion  for b u s in e ss  license w as su b m itted .
Finally, on  O ctober 22, 1985, th e  S ta te  In d u stiy -C o m m erce  A dm inistrative B u re au  
issu ed  a  b u s in e ss  license to X ian J a n s s e n  P h a rm aceu tica l C om pany, Ltd., th e reb y  
m ark in g  th e  form al founding  d a te  for th e  com pany . The found ing  m eeting  of th e  first 
B oard of D irectors w as held  th e  sam e day , a n d  p la n s  to  execu te  c o n stru c tio n  beg an  in  
ea rn es t.
The S ta te  P lann ing  C om m ission app roved  th e  p ro jec t design  on  M arch 29, 1986, 
an d  th e  g round-b reak ing  cerem ony for th e  fac to iy  com plex w as held  on J u n e  3rd . The 
co n stru c tio n  bid w as confirm ed in  M arch  o f 1987, a n d  bu ild ing  began  in  e a rn es t. 
P rep ara tion  for labor acqu isition  began  in  O ctober o f th e  sam e year, a n d  th e  co m p an y ’s 
labor u n io n  w as s ta r te d  w ith  th e  h iring  of th e  co m p an y ’s  firs t seventy-five w orkers.
O n M arch 31, 1989, qua lity  certifica tes  w ere received from  th e  S h aan x i H ealth  
D ep artm en t a n d  th e  now  com pleted  factory  r a n  i ts  firs t su ccessfu l p roduction  ru n s . 
X ian J a n s s e n  P harm aceu tica l C om pany, Ltd. opened  its  d oo rs  for b u s in e ss  on 
May 4, 1989, a n d  J a n s s e n  p ro d u c ts  for th e  firs t tim e  becam e availab le to C hinese 
co n su m ers .
The period leading  u p  to  th e  open ing  of X ian J a n s s e n  w as a  difficult one, b u t it led 
to  a  w orking  ag reem en t for n eg o tia to rs  on  b o th  s id es  of th e  p a rtn e rsh ip . C hinese 
officials struggled  to  m eet th e  goals a n d  ch an g in g  reg u la tio n s  of C h in a ’s dynam ic 
econom ic reform . J a n s s e n  p a r tn e rs  p a tien tly  w orked  th ro u g h  th e se  difficulties an d  
w ere ab le  to get tech n ica l a sp e c ts  of p ro d u c tio n  in  place.
1989 therefore  m ark ed  th e  end  of th e  n eg o tia tin g  a n d  c o n stru c tio n  p h ase  o f X ian 
J a n s s e n ’s h istory . In 1989 C hinese  policies en co u rag in g  tra d e  a n d  in v estm en t h a d  
been  u tilized  by Belgian p a r tn e rs , a n d  p ro d u c tio n  cap ita l w as in  p lace for th e  co m p an y  
to begin its  b u s in ess  opera tions.
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B - CHAPTER 2 B : XIAN JANSSEN’S CRISIS PERIOD
A bstract:
The th ree  y ea rs  betw een 1989 a n d  1991 b ro u g h t in stab ility  th a t  th re a te n e d  to destroy  
an y  g a in s  th a t  had  been  m ade by C h in a  in  its  p ro cess  of econom ic reform . X ian 
J a n s s e n  w as sub jec t to th is  ex te rn a l en v iro n m en t of political u n c e r ta in ty , a n d  a lso  h a d  
to cope w ith  o u td a ted  m an ag em en t a tt i tu d e s  a n d  reg u la tio n s  in ternally . In  b o th  th e  
n a tio n a l a n d  com pany co n tex ts, new  id eas  w ere n eed ed  to  accom odate  th e  fa s t pace  of 
change a n d  un certa in ty .
1. THE REFORM PROCESS WORSENS
W hen reform s w ere in itia ted  in  1978 a n d  p rom oted  fu r th e r  in  1984, C h in a ’s 
C om m unist Party  em b raced  a  rad ica l new  co u rse  th a t  it c laim ed  w ould  b rin g  
m odern ization  an d  a  h ig h e r s ta n d a rd  of living to  C hina . Up u n til  th e  m id -1980s, th e  
new  d irection  ap p eared  to  be b ring ing  excellen t re su lts , w ith  th e  GNP grow ing by 11 
percen t in  1988.3® By the  early  m o n th s  of 1989, how ever, th e  e x ten t of su ccess  seem ed 
m u ch  m ore lim ited, a n d  th e  p rob lem s of ra p id  econom ic grow th  h a d  b eg u n  to  emerge.®® 
C orrup tion  w as ra m p a n t a n d  in flation  w as sp in n in g  o u t of con tro l, reach in g  a  h igh  of 
18.5 p e rcen t in  1 9 8 8 . In add ition , v a lu es  h a d  b e g u n  to ch an g e , a n d  ex p ec ta tio n s  for 
freer political policies h a d  been  reused to  a  p o in t to  w here  m an y  felt th a t  th ey  cou ld  n o t 
be m et.
W hile th e  s tu d en t p ro te s ts  th a t  beg an  in  th e  S pring  of 1989 w ere largely political in 
n a tu re , th ey  had  th e ir  roo ts  in  th e  expo su re  a n d  libera lization  th a t  econom ic reform  h ad  
begun. Though strongly  in  su p p o rt of reform , s tu d e n ts  w ere becom ing  re sen tfu l of the  
co rru p tio n  th a t  allowed le ss  qualified b u re a u c ra ts  to  seize th e  b en efits  of reform . As 
in te llec tuals , the  im pact of in flation  w as a  se r io u s  w orry  for th e ir  fixed incom e 
p ro fessions a s  fu tu re  p rofessors. The s tu d e n ts  a lso  com plained  of th e  d isequ ilib rium  
betw een th e  pace of political a n d  econom ic reform , a n d  d e m o n stra ted  in  re sp o n se  to  th e  
con tro ls  th a t  blocked th e  political reform  p rocess.
3®William Overholt, The Rise of China. (New York: W.W. Norton fit Co., 1993), p. 30.
3®Mackerras, China Since 1978. (New York: St. M artin’s Press, 1993), p. 43.
0̂ “China: The Emerging Economic Powerhouse of the  2 1 st C entury,” in B usiness Week. 17 May. 
1993, p. 56.
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In policy te rm s, th e  cris is  e ra  show ed an  u n p re c ed e n te d  degree of to le ra tion  to  in itia l 
p ro tes ts , b u t  th is  position  w as reversed  w hen  th e  J u n e  c rackdow n occurred . B oth  the  
p ro te s ts  a n d  th e  su b se q u e n t governm ental c rackdow n  m ark ed  a  c ris is  for C h ina , a n d  
m any feared  a  b ack la sh  a n d  th e  ré in tro d u c tio n  of conserva tive  econom ic a n d  political 
policies.
While th e  tu rm oil of th e  cris is  period w as w orrisom e for th e  foreign in v esto rs  th a t  
had  en tered  C h ina , th e re  w as som e hope th a t  D eng X iaoping w ould  a t  leas t m a in ta in  
h is  p rescrip tion  for reform . W hile m any  ex p a tr ia te  em ployees w ere ev acu a ted  from  
C hina for a  tim e, th o se  com pan ies th a t  w ere co m m itted  to  th e ir  in v estm en t goals s tayed  
on an d  experienced  stab iliza tion  of policy w ith in  th e  sp a n  o f tw o y ears. The a fte rm a th  
of the  m assac re  w itnessed  a  m ore c au tio u s  a p p ro ach  to  con tro l, b u t te n s io n s  beg an  to  
ease  in  1990, an d  reform  w as reaffirm ed by D eng X iaoping’s re a p p ea ra n ce  a n d  th e  
F o u rteen th  Party  C ongress in  1992.
2 . XIAN JANSSEN AND 1989
W hile th e  tragedy  of 1989 is reg re ttab le  a n d  will be  ev a lu a ted  in  a  la rger co n tex t 
w ith  the  p a ss in g  of tim e, it is  a  te lling  ep isode th a t  m a rk s  a  s ta te  of ch an g e  in  C h inese  
history. X ian J a n s s e n  h a d  also  reach ed  a  tu rn in g  p o in t in  te rm s  of its  own 
developm ent. The jo in t v en tu re  h a d  gone from  a n  id ea  b o m  in  th e  early  y ea rs  of reform  
to becom ing a  concre te  reality. The p la n t in  X ian w as now  a n  ex isting  s tru c tu re  re a d \ 
to  e n te r p roduction . As a  h a rb in g e r for th e  new  d irec tio n  th e  com p an y  needed  to  take , 
J u n e  4 th , a s  th e  ev en ts  of 1989 a re  referred  to , te s te d  th e  resolve of those  th a t  h a d  
struggled to  b ring  th e  com pany  to  life.
J u s t  two w eeks a fte r X ian J a n s s e n ’s  first p ro d u c ts  w ere p u t  in to  p ro d uction  on 
M arch 31, 1989, H u Y aobang died. As one of th e  a rc h ite c ts  of th e  reform  p rocess, Hu 
h ad  been  purged  from  h is  position  a s  G enera l S ecre ta ry  o f th e  CCP for “bourgeois 
liberalization .” In th e  eyes of th e  s tu d e n t p o p u la tio n , H u ’s b a n ish m e n t m ade h im  a  
sym bol of th e  liberal id eals  a n d  reform s they  h a d  w ish ed  for. H u ’s d e a th  sp a rk ed  a  
wave of d e m o n stra tio n s  th a t  grew  m ore a n d  m ore  com plex, g a th erin g  m o m en tu m  in  a  
way th a t  n e ith e r  g overnm en t o r s tu d e n t lead e rs  w ere ab le  to  contro l.
W hile th e  m ajor ev en ts  of th e  s tu d e n t p ro te s t m ovem en t to o k  p lace  in Beijing, X ian 
a n d  o th e r m ajo r c ities a lso  experienced  d ifferen t d eg rees  o f tu rm o il.4: For a  factory  th a t
''•While the w riter was teaching a t X ian’s Northwest Polytechnical University from 1991-92, m any 
s tuden ts  were still quite em otional w hen explaining the ir involvem ent in University
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h ad  ju s t  recen tly  s ta r ted  op era tio n s, th e  a tm o sp h ere  of activ ism  a n d  p ro te s ts  m ade  for 
obvious m an ag em en t challenges. S h en  R ulin , th e  com p an y ’s D eputy  D irector, recalls  
th a t  m an ag e rs  h ad  daily m eetings w ith  th e  lab o r u n io n  th ro u g h o u t May, u rg in g  w orkers 
no t to jo in  th e  protests.**^
O n May 4 th , X ian J a n s s e n  received its  b u s in e s s  sa le s  p e rm it from  th e  In d u s tiy -  
Com m erce A dm in istra tion  B u reau  a n d  o pened  for b u s in e ss  ju s t  a s  s tu d e n t p ro te s ts  
w ere becom ing a  m ajo r m ovem ent. W hile m any  w orkers  w ere tem p ted  to jo in  th e  
dem o n stra tio n s, top  m em agers w en t o u t of th e ir  w ay to  p ersonally  convince th e  w orkers 
of th e  long-term  im portance  of X ian J a n s s e n .
As S haanx i province 's p rem ier exam ple of foreign in v estm en t, local governm ent 
leaders  a lso  focused on  m a in ta in in g  o rd e r a t  th e  facility am ong  com p an y  em ployees. 
Z hang  Bin, th e  form er V ice-D irector of S h aan x i province, w as a lso  a  fo rm er X ian 
J a n s s e n  board  m em ber, a n d  h e  w orked  to  keep  o rd e r in  co n ce rt w ith  com pan \' 
m an ag e rs .‘‘3 Econom ic incen tives a n d  th re a ts  w ere a lso  u sed  a s  a  d e te r re n t from  being  
involved in  th e  p ro te s t movement.**^ A ccording to  local a cc o u n ts , n o t one w orker w as 
a b se n t from  th e  jo b  th ro u g h o u t May a n d  J u n e  o f 1989.'*^
For expatria te  m an ag ers , th e  period proved to  be a  difficult tim e to  exert con tro l. The 
risk  involved w ith  th e  in c reas in g  tu rm o il led to  th e  decision  to  ev acu a te  all e igh t 
expatria te  p ersonnel to  Hong Kong, w here  m an ag e rs  tried  to  keep  u p  on  ev en ts  w ith
dem onstrations and pro tests along C hang An Avenue. While W estern new s coverage of the period 
focused mainly on Beijing, the s tu d en t m ovem ent becam e quite extensive nationally, with Xian 
experiencing its share of the turmoil.
'*21n a personal interview with the com pany’s top Chinese m anagers a t the  1995 Top Ten 
Convention in Xian, Shen Rulin candidly d iscussed  the 1989 period a s  one of the m ost difficult 
challenges the company had  to face.
“•^Zhang Bin had  stepped down a s  C hairm an of the Board due to adm inistrative term  lim its on 
March 4, bu t still rem ained active in com pany policy form ulation.
“♦^Because th is period saw the evacuation of W estern m anagers to Hong Kong, and  because 
Chinese historical records of the com pany avoid m entioning the political events of the time, the 
writer bases h is description of events largely on personal accounts. Some of the m ost senior Xian 
Jan sse n  m anagers were the only ones th a t experienced the crisis directly. M adam Zheng Hong, 
Shen Rulin, and  Meng Fanfu m ade brief m ention of th is  period as  a  very trying time for the 
company.
“•spersonal interview with Shen Rulin, Ju ly  3, 1996.
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daily faxes a n d  te lephone calls'** The even ts  of J u n e  3 rd  a n d  4 th  b ro u g h t a  sobering  
m ood to  th e  com pany, b u t W estern  m a n ag e rs  m oved b ack  to  X ian  la te r in  the  y e a r  
w hen  stab ility  h ad  been  resto red .
At th e  corpora te  level, J o h n so n  fit J o h n so n  w as u n d e r  co n sid erab le  p re ssu re  a fte r 
th e  m ed ia ’s  coverage of th e  T ian an m en  inc iden t. A m erican b u s in e s s  in  general w as 
u rged  by political lead ers  a n d  p o p u la r opin ion  to  d is ta n ce  itse lf  from  w h a t w as 
increasingly  seen  a s  a  b ru ta l a n d  u n p red ic tab le  regim e in  C hina. C oupled w ith  th e se  
p re ssu re s  w ere the  re p o rts  from  m a n ag e rs  in  H ong Kong, w ho even  before th e ir  exile 
had  long been  com plain ing  of language b a rrie rs , la ck  of su itab le  accom m odations, jo b  
d em an d s, a n d  the  ab sen ce  of social life in  X ian. T he re p o rts  o n  th e  jo in t v en tu re  
p a rtn e rsh ip  a lso  looked b leak , a s  d isag reem en ts  p red o m in a ted , co n tra c tu a l 
m isu n d e rs tan d in g s  w ere com m on, a n d  orig inal a s su m p tio n s  of p a r tn e rs  a b o u t c a sh  flow 
a n d  m anagem en t w ere now  o u td a te d .”*̂
Given th e  crisis  th a t  th e  com pany  faced, a n  in te rn a l a u d it w as o rdered  a n d  carried  
o u t in  O ctober of 1989.'*® W hile several in d ica to rs  suggested  th a t  th e  a u d it w as 
in tended  to  be u sed  a s  a  ra tio n a liza tio n  to  p u ll o u t of th e  in v es tm en t a ltoge ther, th e  
au d it p assed  w ith su rp ris in g ly  positive results.'*® W hile th e  com p an y  w as still in  th e  
red , first-year sa les exceeded th e  ex p ec ta tio n s  of b o th  p a r tn e rs . At th e  closing of 1989, 
gross ssdes h a d  already  reach ed  3 6 ,3 9 6 ,0 0 0  RMB. Total c ap ita l in v estm en t stood a t
'**As no m em ber of the W estern m anagem ent team  in 1989 still works for the com pany, the 
information available to the writer abou t th is period w as extremely limited. The general lack of 
respect between w estern and  local m anagers of the  tim e is discernable, however, when consulting 
the record th a t four executive presidents were b rough t in  and  left or were fired within a five-year 
period. Four presidents cam e and went between 1985 and  1991, and  some Chinese employees 
spoke openly about the lack of understand ing  and  com m unication th a t took place during  th is 
period.
"*7Many of the general problem s and  challenges of Xian J a n s se n  during  th is  period are based  on 
“off-the-record” conversations with cu rren t com pany leaders m aking their own assessm en t abou t 
problem s th a t were inherited by new m anagem ent team s in 1991. A busin ess  report of February, 
1991 also gives an overall sum m ary  of issues for th is period.
"«References taken from the business diary of Meng Fanfu, tran sla ted  to English by Professor Shi 
Songquan.
"®While the intentions of Jo h n so n  & Jo h n so n  du ring  th is  period are not available for public 
consum ption, both the conten t of business reports an d  more th a n  one private conversation 
suggest th a t Johnson  & Jo h n so n  ordered the  O ctober au d it in tending to cu t its losses and  pull 
ou t of China. The positive resu lts  of the findings, com bined with the reassu rance  of C hinese 
officials from both Beijing and  Shaanxi, and  the leadersh ip  of Dr. Paul J a n sse n  in Belgium all 
contributed to the eventual decision to retain  Jo h n so n  fit Jo h n so n ’s investm ent in the jo in t 
venture.
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slightly  m ore th a n  135 ,000,000 RMB, a n d  th e  com pany  seem ed well on its  w ay to  being  
in  th e  b lack, so
The J o h n so n  & J o h n so n  a u d it team  w as inv ited  to  Beijing a fte r its  com pletion , a n d  
top officials from  b o th  Beijing a n d  S h aan x i m ade  a  p o in t to  re a s su re  th em  th a t  th e  new  
com pany  w ould be given every a tte n tio n  in  help ing  to facilita te  i ts  en try  in to  C h in a ’s 
large p h arm aceu tica l m arke t.
The a u d it team  re tu rn e d  to  th e  U.S. w ith  th e  good new s, a n d  B elgian J a n s s e n  
stepped  u p  its  a tten tio n  to  th e  C h inese  v en tu re . O n Novem ber 2 0 th , X ian J a n s s e n ’s 
9 th  board  m eeting  w as held  in  B elgium , a n d  Dr. P au l J a n s s e n  w as n o m in a ted  a s  th e  
H onorary President. W hile hav ing  b een  le ss  d irectly  involved w ith  th e  co m p an y ’s 
b u s in e ss  in  earlier y ea rs , th is  m a rk ed  a  new  co m m itm en t to  X ian J a n s s e n  in  th is  c ris is  
period. W hile C h in a’s  econom ic d irec tion  rem a in ed  u n c e r ta in , political s tab ility  slowly 
re tu rn e d , a n d  b u s in ess  a t th e  jo in t v e n tu re  c o n tin u e d  m ore o r le ss  u n d is tu rb e d .
Less th a n  a  year a fte r th e  ev en ts  a t  T ian an m en , X ian J a n s s e n  held  its  G rand  
O pening cerem ony, a tten d ed  by Dr. J a n s s e n  a n d  m ore th a n  35 0  local g u e s ts  from  
Shaanxi.51 The celebration  m ark ed  X ian J a n s s e n ’s  surv ival, b u t  m any  p ro b lem s 
rem ained  to  be ad d ressed  before th e  C h inese  econom y o r X ian J a n s s e n  cou ld  co n tin u e  
to m ove forward.
3 . CHALLENGES FACING XIAN JANSSEN AT END OF CRISIS PERIOD
H aving successfu lly  w eathered  th e  po litical en v iro n m en t in  1989, m any  b u s in e s s  
a n d  organizational challenges aw aited  X ian J a n s s e n  in ternally . P roduction  a n d  
b u s in e ss  s tru c tu re s  w ere now  in  place, b u t th e  com pany  h a d  to co n sid e r a  w hole new  
scope of concerns in  try ing  to  fo rm u la te  a  b u s in e s s  s tra tegy .
a INVESTMENT AND CASH MANAGEMENT
The first p rob lem s to be d ea lt w ith  w ere in v e s tm en t a n d  c a sh  m a n ag em en t is su e s . 
As C h in a ’s  reform s h a d  n o t y e t co n sid ered  all c o n ce rn s  from  th e  in v esto r’s perspiective.
“ Figures abou t Xian J a n s se n ’s economic perform ance were taken  from an n u a l reports published  
by C hina’s State Pharm aceutical A dm inistration, an d  a t various tim es by published inform ation 
by the Top Ten Jo in t V enture Selection Comm ittee an d  C hina Economic Daily. RMB figures have 
fluctuated in exchange value between 5.1 and  8.3  to one U.S. Dollar since 1991.
5'Taken from the translations of Meng Fanfu s  busin ess  diary.
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several p rob lem s w ere im m ediately  a p p a ren t. M ost obvious w as th e  cu rren cy  loss th a t 
cam e w ith  incom e in  R enm inbi (RMB)®^. W hile firs t y e a r sa le s  h a d  gone well, converting  
to h a rd  cu rren cy  called for chan g in g  on  sw ap m a rk e ts  th a t  w ere u n eq u ally  m a tch ed  
w ith official exchange ra te s , tra n s la tin g  to  sign ificant lo sses  for foreign p a rtn e rs . Cost 
of p roduction  also  seem ed a  problem , a s  gross profits seem ed  low, ran g in g  from 43.9°/o 
in 1990 to  48%  in  1991.3" Collection of receivables w as a lso  a  prob lem , a s  eight}- days 
w as th e  norm . F in anc ing  challenges w ere com pounded  w ith  X ian J a n s s e n ’s over­
leveraged s ta tu s . In o rd e r to  finance co n stru c tio n  ch a rg es , th e  com pany  needed  to 
lower its  d eb t a n d  solve th e  foreign exchange problem  (possibly th ro u g h  export incom e). 
Finally, th ese  p rob lem s w ere com pounded  w ith a  fo recasted  d ev a lu a tio n  in  the  RMB 
th a t  m igh t n o t be m ade  u p  for, a s  th e  com pany 's  ab ility  to  ra ise  its  m a rk e t p rices 
seem ed doub tfu l a t  th e  time.^s
b MANUFACTURING AND LOCATION
M anufac tu ring  a n d  d is trib u tio n  co n ce rn s  a lso  p re se n te d  p rob lem s. W hile choosing  
to settle  in  X ian h a d  won benefits  a n d  special tre a tm e n ts  for th e  com pany  b ecau se  of its  
relative iso la tion  from  m ajo r m ark e ts , it c rea ted  difficult log istics for supp ly ing  co asta l 
m ark e ts  m ore th a n  1500 k ilom eters aw ay. B eing located  in  a n  in te rio r province, 
S haanx i w as n o t a n  easy  place to supp ly  th e  m ore  p o p u la ted  a n d  p ro sp e ro u s  co n su m er 
m ark e ts  of th e  co asta l provinces.
At th e  p ro d uction  site , new  p ro d u c tio n  lines n eeded  to  be ad d ed  to  th e  floor , a s  th e  
factory w as o p era ting  a t  only 50%  of capacity . W ith new  p ro d u c tio n  co sts  a n d  a s se t 
m a in ten an ce , su b s ta n tia l ex p enses w ere expected  to  be in c u rre d  th ro u g h  1992.
32 Note th a t Chinese currency, or RMB, is som etim es also referred to in its more colloquial term  of 
yuan.
33In 1991 a t the end of Xian Ja n s se n 's  crisis period, the official ra te  for dollars w as 5.2; 1, 
w hereas the best possible swap rate  stood a t 5.7:1. Inform ation supplied by m anagem ent report 
of February, 1991.
s^Management report, 1991.
5=Portions of the general challenges facing the com pany were related  to the writer during 
d iscussions with various m anagers in 1991 while working a s  an  English teacher a t the factory 
complex.
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c TRADE
T rad ing  a n d  exporting  w ere ad d itiona l q u estio n  m a rk s  for th e  com pany. C hinese  
reg u la tio n s  forbade th e  export of p ro d u c ts , a s  incom e gained  in  local v e n tu re s  w as to 
rem ain  in  C hina. New op tions w ere needed , especially  co n sid erin g  th e  foreign exchange 
losses. E xisting  raw  m ate ria ls  often h a d  to  be im ported , a s  local su p p lie rs  w ere h igh 
priced  a n d  poor in  q u a lity  a n d  reliability. By co n trac tin g  for im ported  p ro d u c ts , 
however, th e  foreign exchange problem  w as com pounded , a n d  d u tie s  m ade co sts  
u n reaso n ab le . Long te rm  op tions w ere needed  to  a n sw e r b o th  problem s.
d  JV  PARTNERSHIP
The jo in t v en tu re  p a r tn e rsh ip  itse lf w as in  troub le , even  a fte r  su rv iv ing  C h in a ’s 
political tu rm oil. A ccording to som e m a n ag e rs  in  th e  com pany , th is  period w as referred  
to by th em  a s  the  “W arring  S ta te s” period in  X ian J a n s s e n  h is to ry  d u e  to c o n s ta n t 
in f ig h t in g .E x p a t r ia te  p re s id en ts  h a d  com e a n d  gone fo u r tim e s  s in ce  1985, a n d  
C hinese m an ag e rs  o ften  felt slighted by co n d escen d in g  bosses.^? T he ex p a tria te s  
them selves felt socially a n d  cu ltu ra lly  iso la ted  in  X ian, o ften  leaving  for w eeks a t  a  tim e 
o r even tak ing  u p  re s id en ces  in  Beijing, S h an g h a i, o r  H ong Kong. Infighting  w as a lso  
com m on w ith in  th e  rem ks of th e  C h inese  m an ag em en t, a s  e ac h  d e p a r tm e n t fough t to 
m a in ta in  its  role o f p rom inence. The en tire  s ta ff h a d  b een  ta k e n  o n  in  th e  technology 
tra n s fe r  stage, an d  m any  of th e ir  a s su m p tio n s  a b o u t th e ir  jo b  goals w ere o u td a te d . A 
s tro n g  techn ica l c u ltu re  p redom ina ted , a n d  a  se rio u s  lack  in  b u s in e s s  m an ag em en t 
skills w as ev ident w ith in  th e  com pany , a s  well a s  C h in a  a s  a  w hole. C ooperation  a n d  
m an ag em en t u n ity  h a d  to be s tre n g th en e d  a n d  su s ta in e d  if th e  com pany  w ere to 
survive.
S6in describing the cu lture of the com pany w hen he arrived in  1991, Vice President for Sales and  
M arketing Zhang Xiongxin gave the “W arring S ta tes” title to the period, referring to the sam e 
period in Chinese history when China had  no em peror and  w as ruled by feudal kingdom s a t war 
with one another. Mr. Zhang insisted th a t his colleague’s first m ission as  m anagers w as to 
gather the different factions behind a “New DynasQf” in order to bring growth and  prosperity  to 
the company.
57in listening to various interviews with senior staff, early J a n s se n  expatria tes were known to 
openly express disdain for the  Chinese employees. Chinese drivers were m ade to come and  wait 
all day below four-star hotels on the  w eekends on the off-chance th a t their m anagers m ight 
w ander ou t and  w ant to go for a  drive. One president, who’s  nam e will rem ain anonym ous, even 
h ad  h is own bathroom  constructed  and  kep t it locked a t  all tim es, so a s  no t to share  it with 
C hinese workers.
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€ SALES AND MARKETING
S ales  a n d  M arketing w ere a n  obvious challenge, a s  th e  m a rk e t now  needed  to  be 
en tered . In m any cases, th e re  w ere veiy  few p reced en ts  for J a n s se n - ty p e  m ed ications, 
a n d  a  publicity  drive w as needed  to  m ark e t th e  new  p ro d u c ts . Eight}' p e rcen t of the  
ta rge ted  m ark e t w as on  th e  c o as t a  g rea t d is tan ce  from  X ian. A sa le s  force of doc to rs  
an d  p h a rm ac is ts  h ad  b een  assem b led , b u t W estern  m ark e tin g  a p p ro a ch e s  w ere largely 
u n te s ted  in C hina, especially  in  m edical fields. D espite th e se  u n c e r ta in tie s , m a rk e t 
te s ts  h a d  show n th a t  th e  C h inese  m a rk e t w as h ighly  responsive  to  ad v ertisin g  
prom otions, a n d  J a n s s e n  p ro d u c ts  w ere well e s tab lish ed  a s  h ig h  q u a lity  p ro d u c ts  
in ternationally .
/  DISTRIBUTION
P roduct d is trib u tio n  w as difficult to  m anage , a s  C h in a ’s cen tra lly  p lan n ed  econom y 
still overrode m ark e t forces in  1991. In itially , X ian J a n s s e n  w a s  forced to  sell its  
p ro d u c ts  directly to large governm en t d is tr ib u to rs  th a t  b a sed  th e ir  p u rc h a s in g  on 
a n n u a l fo recasts  a n d  a llo tm en ts , ra th e r  th a n  a c tu a l need . T h is w as difficult for a  
foreign corporation , a s  sa le s  fo recasts  a n d  grow th  w ere d e p en d e n t o n  d is tr ib u to rs ’ 
expectations. This s tru c tu re  fu r th e r  com pounded  p ro b lem s b e c a u se  o f C h inese  
p la n n e rs ’ lack  of d a ta  m an ag em en t o r co m m u n ica tio n s  skills. “M .I.S .”, o r M anagem ent 
of Inform ation System s, for office co m p u te r ne tw ork ing  w as u n av a ilab le  in C h in a  a t  the  
tim e, a n d  w orking b o th  w ith  su p p lie rs  a n d  reg ional sa le s  offices w as  therefore  
com plicated by d istance . In  th is  case , b o th  X ian J a n s s e n  a n d  th e  C h inese  governm ent 
needed to explore o p tio n s  for a  m ore eq u itab le  a n d  responsive  d is tr ib u tio n  system  to 
m eet local m edical needs.
g HUMAN RESOURCE DEVELOPMENT
A ccording to b u s in e ss  re p o rts  on reco rd , de legation  of resp o n sib ility  am o n g  C hinese  
m an ag e rs  w as extrem ely lim ited  th ro u g h  1991. Daily b u s in e ss  d ep en d ed  largely  on  
oversight from exp atria te  m anagers.^» M ost people felt th a t  th e re  w as a  lack  of C h inese  
c an d id a te s  w ith  m an ag em en t po ten tia l, a s  u n iv e rs itie s  h a d  j u s t  b eg u n  c u rr ic u la  of 
b u s in e ss  m anagem en t, w hile fam iliar c u ltu ra l a n d  h is to rica l fac to rs  d iscou raged  
aggressive, r isk -tak in g  behavior. T ra in ing  w as, therefo re , one  o f th e  co m p an y ’s  top
5®During the w riter’s stay  a s  a  part-tim e employee in 1991, Xian J a n s se n  h ad  9 expatriate 
m anagers, which has  been ad justed  over time. At the  time of writing, eight full an d  p a rt time 
expatriates were employed by the com pany in China
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priorities. A system  of recognition a n d  in cen tives w a s  needed  to  develop p erso n n el, an d  
a n  effective em ployee selection  p ro cess  w ould be v ita l to  its  fu tu re .
h COMMUNICATION
Finally, com m unication  p rob lem s ab o u n d ed . M ost e x p a tr ia te s  w ere W este rn e rs  w ith 
no language  ability, a n d  every w ord h a d  to  be tra n s la te d . H isto rical legacies an d  th e  
even ts  of 1989 also  fostered  a  ten d en cy  for closed com m u n ica tio n  am ong  th e  C hinese, 
an d  r isk s  w ere avoided a t  all costs. Technologically, lack  o f co m p u te r com m u n icatio n  or 
“M einagem ent of Inform ation  S ystem s” com patib ility  a lso  m ad e  for ineffective flows of 
com m unication . In  te rm s  of language, c u ltu re , a n d  tech n ica l su p p o rt, X ian J a n s s e n  
needed im m ediate  in terven tion  to  in c rease  th e  speed  a n d  efficiency of its  decision 
m aking  process.
These w ere th e  va rio u s  challenges in  ad m in is tra tiv e , b u s in e ss , cu ltu ra l, a n d  
techn ica l te rm s  th a t  confron ted  X ian J a n s s e n  in  1991. It h a d  survived the  p ro d u c tio n  
developm ent p h ase  a n d  th e  political s to rm s  of 1989, b u t  m an y  so lu tio n s  w ere n eeded  if 
th e  com pany  in tended  to m ake its  m a rk  in  C h in a ’s u n p red ic tab le  m a rk e t env ironm en t.
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c  - CHAPTER 2 C ; OVERCOMING CHALLENGES
A b strac t:
After the  tu rm oil of 1989 sub sid ed , C h in a  experienced  a  re su rg en ce  of its  n a tio n a l 
econom y th a t  w as paralleled  by th e  in c reas in g  su cc e ss  of X ian  J a n s s e n . Having already 
estab lish ed  opera tions, X ian J a n s s e n  w as w ell-positioned to  e n te r  C h in a ’s boom ing 
m arke t in  th e  early 1990’s- The co m p an y ’s  m a n ag em en t developm ent in th is  period is 
looked a t  b o th  chronologically a n d  topically, focusing  on  n eeded  d e p a rtm en ta l chan g es .
The problem s facing m any  o th e r jo in t  v e n tu re s  in  C h in a  in  th e  early  9 0 s  w ere 
largely th e  sam e ones we h a d  to face. The re a so n  we have achieved  su ch  
su ccess  is sim ply th is : we h ad  a  m an ag em en t style th a t  in co rp o ra ted  C hinese 
perspectives a n d  w as peop le-o rien ted .59
1. CHINA’S ECONOMIC TAKEOFF
T hough bo th  tra d e  a n d  u se  of foreign cap ita l slowed no ticeab ly  in  th e  a fte rm a th  of 
the  T ian an m en  inciden t, bo th  quickly  rega ined  th e ir  form er m o m en tu m . R eports by the  
IMF in  1993 claim ed th a t  on  a  p u rc h a s in g  pxawer b asis , C h in a ’s GNP a cco u n ted  for over 
6% of th e  w orld’s econom ic o u tp u t, m ak in g  it th e  th ird  leirgest econom y b eh in d  th e  
U nited S ta te s  a n d  Japan.*® In  1992, g ross  tra d e  volum e ro se  to  $ 1 6 6  billion*', m ore 
th a n  eight tim es its  to ta l in  1978.*2
The co n tin u a tio n  of reform  policies have  led to  g reatly  ex p an d ed  u tiliza tion  of foreign 
cap ita l in  C hina. D uring  its  first twelve y ea rs  of reform , C h in a  a ttra c te d  m ore th a n  $ 20  
billion in foreign investm en t, in c lud ing  over 3 0 ,0 0 0  in d iv idua l ventures.*^ At th e  tim e of
S9ln a  personal interview Executive Vice President Zhang Xiongxin (Zhang Xiongxin) recalled the 
development of J a n sse n ’s m anagem ent strategy from the time he en tered  the  com pany a s  Sales 
M anager in 1991. As a Singaporean, Mr. Zhang insis ts  th a t h is knowledge of Chinese culture 
was an  essential part of being able to foster the unity  and  direction needed to build a sales and  
m arketing departm ent.
*0 “World Economic Outlook.” (International M onetary Fund, 1993), p. 117.
* 'Dollar am ounts calculated in U.S. currency.
*2Deng Jianm in , p. 32.
*3Wüliam H. Overholt. The Rise o f China (New York; W.W. Norton, 1993), p. 31.
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th is  w riting , th e  n u m b e r of reg istered  jo in t v e n tu re s  in  C h in a  s ta n d s  a t  m ore th a n  
270 ,000 , va lued  a t  $142 billion in to ta l overseas investm ent.^"
W hile p rob lem s have occurred , th e  ex p erim en t w ith  foreign in v estm en t seem s so far 
to  have c rea ted  o p p o rtu n ities  for m u tu a l benefit. Indeed , foreign e n te rp rise s  now 
produce a  sign ifican t sh a re  of GNP a n d  in  1993 w ere grow ing a t  a  ra te  of 50 p e rcen t 
annually . Along w ith  C hinese private ow nersh ip , foreign a n d  in d ep en d en t e n te rp rise s  
a re  expected  to  becom e th e  d o m in an t force in  th e  econom y w ith in  a  few sh o rt y ears. 
Foreign in v esto rs  m ake  a  large co n trib u tio n  to  C h in a ’s  expo rt volum e. In te rm s  of its  
involvem ent w ith  in te rn a tio n a l cap ita l a n d  b u s in e s s  en titie s , C h in a  h a s  opened its  
bo rders  to  th e  w orld, becom ing a  valuab le  len s  to  u n d e rs ta n d  th e  increasing ly  
su p ra n a tio n a l n a tu re  of m o d em  econom ic grow th.
2. XIAN JANSSEN’S TURNAROUND : 1 9 9 1 -1 9 9 4
As C h in a ’s  econom y began  its  upsw ing  in  grow th  th ro u g h  1991, m an ag em en t 
re la tions w ith in  X ian J a n s s e n  were still p rob lem atic , b u t  p ro d u c tio n  a n d  in itia l sa le s  of 
p ro d u c ts  w ere hav ing  m arg inal success. It w as  n o t u n til  th e  a rriv a l of X ian J a n s s e n ’s 
fifth p re s id en t th a t  th e  com pany’s in te rn a l a n d  ex te rn a l re la tio n sh ip s  began to im prove, 
giving way to  th e  d ra s tic  tu rn a ro u n d  in  grow ing sa les , rev en u es , a n d  com pany im age. 
J e n y  R. Norskog w as appo in ted  to  rep lace ou tgo ing  P res id en t Phil B lackshaw  in  th e  
su m m er o f 1991, a n d  h e  a ssu m ed  th e  new  position  w ith  a  new  a ttitu d e  tow ard h is  
p a r tn e rs  an d  c u sto m ers  a n d  a  u n iq u e  m a n ag em en t ph ilosophy.
In describ ing  h is  first com pany a d d re ss  in  th e  su m m er o f 1991, Norskog reca lls  h is  
in ten tio n s  to  reach  o u t to  em ployees. W ith over fo u r h u n d re d  people assem bled  in  th e  
facto ry’s  m m n d in ing  hall, th e  new p re s id en t gave a  p e rsonalized  a d d re ss  to  th e  
com pany w ith o u t u s in g  th e  m icrophone, a n d  en d ed  h is  p re se n ta tio n  by s ing ing  a  song 
in  th e  C hinese  trad itio n . Before leaving, he  shook  h a n d s  w ith  every indiv idual in  a n  
a tte m p t to  c u t th ro u g h  th e  d is tan ce  th a t  h a d  sep a ra te d  p rev ious m a n ag e rs  from the  
workforce.^^
^Qu Yingpu, “Foreign Investm ent and  Successful V entures in C hina,”. While this figure is often 
quoted in C h ina’s  official investm ent figures, it is based on several unclear definintions and  may 
include a  large num ber of ven tures th a t have little or no  foreign investm ent, bu t act a s  m arketing 
or agency representatives. The accuracy of Chinese investm ent figures h a s  been open to question 
in th is regard.
fiSQverholt, p. 50.
“ Personal interview with Norskog, Ju ly  24, 1995, Beijing.
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T his ch ange  in pe rso n ality  a lso  fit w ith  a  new  d irec tion  em erg ing  in  th e  com pany . 
D eng K angm ing, X ian J a n s s e n ’s  form er Regional S ales  M anager for Beijing, reca lls  the 
change  a s  a  m ost fitting  one. He desc rib es  Phil B lackshaw , th e  o u tgo ing  p res id en t, a s  a  
se rio u s  m an  w ho focused all of h is  energy on  p ro d u c tio n  goals. J e n y  Norskog changed  
th e  d irection  of the  com pany  w ith  h is  a rriva l in  1991, b ring ing  a n  op en , A m erican  style 
of lead ersh ip  a n d  sh ifting  th e  co m p an y ’s  p rio rities  tow ard  a  sa le s  a n d  grow th 
orientation.*^
3. COMPANY UNITY
a FROM 'WARRING STATES' TO A “NEWDYNASTY”
The first challenge new  m a n ag e rs  faced w as to  overcom e th e  te n s io n s  a n d  
factionalism  th a t  h a d  p lagued  th e  com pany  since  th e  s ign ing  of th e  jo in t v en tu re  
co n trac t in  1985. W hile th e  in v estm en t h a d  been  salvaged, th e  d ec is ion  to move 
forward w ith  th e  com pany  h a d  n o t solved th e  poor s ta te  of re la tio n sh ip s  a n d  lack  of 
cooperation  betw een d e p a rtm en ts . U pon N orskog’s  a rriv a l in  X ian, it qu ickly  becam e 
a p p a ren t th a t  cooperation  w as disso lv ing  w ith in  th e  com pany, a s  pow er s tru g g les  w ere 
tak ing  place betw een n in e  com peting  groups. J u s t  a s  th e  w a rrin g  feudal s ta te s  of 
C h in a’s h isto ric  p a s t com peted  for pow er, so to  h a d  rival fac tio n s  b eg u n  to  com pete  for 
influence w ith in  th e  com pany. M anagem ent of th e  en te rp rise  w as  perceived a s  a  “zero- 
sum " exercise, w ith  each  d e p a r tm e n t defend ing  its  ow n te rrito ry  a n d  b u re a u c ra tic  
au tonom y.
As a  new com er, Mr. Norskog reca lls  u sh e r in g  in  “a  revo lu tionary  tid a l w ave” of a  
new, m anageria l culture.*® H is in itia l s te p s  w ere to  h ire  a n d  b u ild  a n  en tire ly  new  
m an ag em en t team  th a t  in co rp o ra ted  th re e  o verseas C hinese  in  o rd e r to  gain  t ru s t  an d  
provide in s ig h t to th e  perspective  of local w orkers  a n d  custom ers.*^
®7PersonaI interview with Deng, Kangming, 24 Ju ly , 1995.
*®Personal interview with Norskog.
*^As his first order of business, Jerry  Norskog recalled in a  personal interview th a t recruiting a 
proper m anagem ent team  quickly becam e an  essential asset. Norskog realized the im portance of 
cross cu ltu ra l m anagem ent by hiring Singaporean, Hong Kong, an d  Chinese-Am erican m anagers. 
Individuals were selected not only on the  basis of work experience, b u t also on their ability to 
ad ap t to C h ina’s sp artan  lifestyles and  in tricate social relationships.
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The in itia l reac tio n  by C hinese w orkers to  th e  new  m a n ag em en t team  w as skeptical. 
The w o rk ers  th a t  h a d  been  involved in  n eg o tia tions from  th e  beg inn ing  h a d  grow n u sed  
to  ex p a tria te  m an ag e rs  com ing amd going, never s tay in g  for m ore th a n  one year. T heir 
a ttitu d e  w as fa r from  deferen tial, a s  they  expected  th e  new  m an ag e rs  w ould likely leave 
w ith in  th e  sam e sh o rt tim e period.^®
W ithin d ay s  of th e  new  m a n ag e m e n t’s a rriva l, th e  C h inese  lab o r u n io n  organized a  
s trike  to  p ro te s t th e  ongoing differences w ith  th e  B elgian J a n s s e n  m an ag em en t. Je rry  
Norskog a n d  Vice P resid en t Z h an g  u se d  th e  c ris is  a s  th e  occasion  to b rin g  com peting  
g roups to g e th er a n d  begin  to  execu te  un ified  comp>any s tra tegy . E ach  o f th e  new  
m an ag ers  individually  a sso c ia ted  them selves w ith  d ifferen t g ro u p s, try ing  to  foster a  
loyalty am ong  them . Slowly, th e  m an ag e rs  w ere ab le  to  gain  loyalties w ith in  g ro u p s 
th a t  could  be b ro u g h t to g e th e r in  a n  alliance. T he s trik e  in c id en t w as solved w ith in  a 
m a tte r of days, a n d  com pany  cohesion  begem to  slowly develop.
4. COMPANY CULTURE
a "THERE IS NO SUCH THING A S A  FREE LUNCH"
The n ex t difficulty th a t  h a d  to be overcom e w as  th e  h is to rica l a n d  cu ltured  legacies 
th a t  m ade m an ag em en t difficult for p riva te  com pem ies in  C hina . A ttitu d es  from  th e  
com m unist experience still p red o m in a ted  in  C h ina , a n d  th e  co m p an y ’s m ore 
experienced w orkers held  views th a t  w ere incom patib le  w ith  ru n n in g  a  p rivate 
en terp rise .
As s ta te  em ployees, C h inese  w orkers w ere u sed  to  socia list benefits  in  h o u s in g  an d  
job  security . This m e a n t th a t  th e  “iron  rice bowl” m en ta lity  still p red o m in a ted , a n d  
w orkers d id  no t feel com pelled  to p e r f o r m . E m ploym ent w as ta k e n  for g ran ted  by 
s ta te  em ployees. A lthough th ey  w ere w orking  for a  foreign com pany , th ey  w an ted  th e  
b est of bo th  w orlds, to  be ab le  to  enjoy s ta te  sec to r jo b  secu rity  p lu s  h ig h er wage 
benefits. “The prob lem  w ith  a t t i tu d e s ,” recalls  V ice-P residen t Z hang  Xiongxin, “is th a t
“̂Personal interview with Zhang Xiongxin, Ju ly , 1995, Beijing.
com mon expression th roughou t C hina during  th e  reform period, the “iron rice bowl” refers to 
the difficulty of weaning sta te  em ployees from the security  in food and  housing  they h ad  grown 
accustom ed to. Initially, the term  had  been a  cen tral tenet of M aoist philosophy, and  w as in fact 
used  in the Chinese constitution a s  a  socialist right to be provided by the state. Vice President 
Zhang s ta tes  th a t workers and  officials saw Ja n sse n  a s  a  “cash  cow” th a t they could benefit from, 
b u t no one expected to have to earn  anyth ing  th rough  h ard  work.
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people dem an d ed  all th e  benefits  of socialism  a n d  th e  h ig h  pay  th ey  a sso c ia ted  w ith  
cap ita lism . It w as sim ply im possib le  to  m anage  in  th is  environm ent."^^
In te rn a l a ttitu d e s  a lso  d isco u rag ed  b u s in ess , s ince sen io r C h inese  w orkers  expected  
th a t  th e  com pany  w as som ehow  in  d eb t to  them . T hese w orkers  referred  to th em selv es  
a s  th e  “Pioneers of th e  C om pany ,” a n d  som e w ere a lready  a sk in g  for early  re tire m e n t or 
ex tended  v aca tio n s  for seeing  th e  co m p an y  th ro u g h  its  p ro d u c tio n  developm ent 
period . 3̂ Not hav ing  h ad  an y  experience  w ith  p rivate  en te rp rise , th ey  a lso  felt th a t  th e ir  
techn ica l expertise  w as to  be va lued  m ore highly  th a n  an y  b u s in e s s  o r sa le s  experience  
of th e  new  m anagem ent. As Z h an g  B in  a n d  o th e r  top  provincial a u th o ritie s  h a d  
personally  seen  th e  com pany th ro u g h  its  in itia l y ears, w orkers a ssu m e d  th a t  th e ir  
positions w ould  rem ain  in ta c t, a n d  th a t  new  expertise  on  sa le s  o r m ark e tin g  w as a  
secondary  concern .
In o rd er to  deal w ith  conflicting a t t i tu d e s  a n d  lack  of b u s in e ss  tra in in g , new  
m an ag e rs  needed  a  m otto  to  provide a n  u rgency  for th e  co m p an y ’s o rgan iza tional 
developm ent. O ne sim ple tool th a t  w as  u se d  early  on  w as th e  e m p h as is  on  slo g an s a n d  
m ottoes to ed u ca te  em ployees a b o u t how  to  re th in k  th e ir  v a lu es  a n d  a ssu m p tio n  a b o u t 
work. The first sign th a t  w en t u p  au-ound th e  factory  com plex w as th e  s logan  “T here is 
no su c h  th in g  a s  a  free l u n c h . T h i s  m essage  b ro u g h t a  sen se  of u rgency  to th e  
re tra in in g  of a ttitu d e s  a n d  o u td a te d  co n cep ts  in  th e  c o m p a n y . I n  com pany  m eetings 
th ro u g h o u t 1991 an d  1992, N orskog in tro d u ced  th e  say ing  to  em ployees, rem in d in g  
them  th a t  cu sto m ers  w ere th e  people to  w hom  th e  com pany  owed i ts  ex istence. The 
cu sto m er paid  every th ing  from  th e  w a te r  bill to  m eal co sts  to em ployee sa la rie s , a n d  
cu sto m er satisfac tion  therefo re  n eed ed  to be th e  com p an y ’s  h ig h e s t priority.
^zpersonal interview with Zhang, 23 Ju ly , 1995.
^3personal interview •with Norskog.
’“♦While teaching a t Xian Ja n sse n  in 1991 and  1992, posters and  b anners  h u n g  every where 
saying “(mei you mianfei de wucan]” W orkers often talked abou t the slogan, saying th a t the iron 
rice bowl would be a  hard  habb it to break, b u t th a t th is  new idea w as a rem inder abou t 
rem em bering to work hard.
’SThe slogan abou t “no free lunch” w as coined by Paul A. Sam son, founder of the g raduate  school 
a t the M assachusetts  Institu te of Technology, and  the first American Nobel Prize w inner in 
economics. The slogan w as utilized by Je rry  Norskog in order to m ake employees s ta rt focusing 
on the  custom ers on whom the com pany depended.
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A ssu m in g  th a t  o th e r  e n te rp r is e s  m ig h t a lso  se rv e  th e ir  c u s to m e rs ,  th e  s lo g an  a lso  
m a d e  w o rk e rs  th in k  a b o u t  im p lic a tio n s  o f th e  c o m p e titio n  th a t  w a s  now  e n te r in g  
C h in a ’s  m a rk e t.  M any  p h a rm a c e u tic a l c o m p e tito rs  w ere  b e in g  e s ta b l is h e d  a t  th e  tim e, 
a n d  p eop le  b eg an  to  rea lize  th e  n e e d  for m a rk e t a d a p ta b il i ty , s a le s , c u s to m e r  serv ice , 
a n d  a  s tro n g  m a n a g e m e n t a g e n d a  in  o rd e r  to  survive.^*
T he s lo g an  w a s  a lso  a  d irec t a t ta c k  o n  th e  iro n  r ice  bow l, s ta t in g  explicitly  th a t  
n e ith e r  s ta te  n o r  c o m p a n y  em p lo y ers  ow ed w o rk e rs  a n y th in g  u n t i l  i t  h a d  b e e n  fairly  
e a rn e d . T h is  a lso  d e m a n d e d  le a d e rsh ip  by  ex am p le , w h ic h  w a s  p e rh a p s  th e  m o s t 
effective w ay  to  m a k e  a n  im p re ss io n  o n  w o rk e rs . T h e  n e w  m a n a g e m e n t te a m  w a s  to  
w ork  w ith  a n  o p en , en e rg e tic  s ty le , re m a in in g  n o n - ju d g m e n ta l o f o th e rs  b u t  in te n t  on  
sh o w in g  in teg rity  th ro u g h  h a rd  w ork .^’
W hile a  seem ing ly  s im p le  id e a  to  m o s t A m eric an s , th e  im p lic a tio n s  b e h in d  th e  “no  
free lu n c h ” s lo g an  in s p ire d  im p o r ta n t n ew  re a liz a tio n s  in  th e  m in d s  o f  C h in e se  w o rk ers . 
R a th e r  th a n  ta k in g  em p lo y m e n t for g ra n te d , w o rk e rs  b e g a n  to  a p p re c ia te  th e  n e e d  for 
h a rd  w o rk  a n d  a  m e a s u re m e n t o f co m p a n y  a n d  in d iv id u a l s u c c e s s  th ro u g h  th e  
s a tis fa c tio n  o f  th e  custom er.^®
b “LET’S  MOVE r r
T he th ird  c h a lle n g e  w a s  to  p rov ide  a  s tra te g ic  d ire c tio n  a n d  b eg in  im p le m e n tin g  th e  
m o tiv a tio n , tra in in g , a n d  o rg an iz a tio n  n e e d e d  to  c a r ry  o u t  th e  c o m p a n y ’s  b u s in e s s  
p lan . R ealiz ing  th a t  in d iv id u a lized  free  m a rk e t  in c e n tiv e s  h a d  n o t  b e e n  im p le m e n te d  
w ell in  th e  p a s t ,  m a n a g e rs  m a d e  u s e  o f  a  C h in e se  folk ta le  s a y in g  in  o rd e r  to  fo s te r
Lihong, “W inning the H eart of the C ustom er—M anaging Concepts and  Secrets of Success of 
Xian Ja n sse n ,” (translated by Shi Songquan) February, 1995, p. 1
T^^Both Je rry  Norskog and  Vice President Zhang spoke ab o u t the  period after their arrival a s  a 
time when hard  work needed to be introduced by exam ple, ra th e r th a n  judgm ent. Both 
m anagers worked double-tim e during  the period, forcing w orkers to recognize the integrity behind 
the “no free lunch” slogan. While p as t m anagers had  com plained a b o u t perform ance and  created 
rifts, the quiet, hard  work of new m anagers inspired o thers  to follow their example. S ubsequent 
interviews by the w riter in 1995 suggest th a t th is  trend  is still effective, as  workers expressed a 
feeling th a t they m ust work harder, since top m anagers are often the last ones to leave the 
workplace in the evening.
W orkers the au th o r d iscussed  with a t the time spoke proudly of the  new ideas being prom oted 
by their com pany. As m any inquisitive and  hardw orking individuals had  been promoted by 
1992, people were beginning to enjoy the fact th a t their work w as recognized and rew arded for its 
quality. This u se  of simple slogans was a  way for Chinese w orkers to relate new ideas abou t work 
to old Chinese sayings, which are still used  today to em phasize and  give m eaning to new 
situations.
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group  cooperation  a n d  m otivation. In its  E nglish  tra n s la tio n , “Let’s  Move It!” w as tak en  
from  th e  sto ry  “Yu Gong Moves the  M o un ta in ,” a n d  it becam e th e  co m p an y ’s  new  
motto.79 D raw ing on C hinese c u ltu ra l trad itio n s , th is  m otto  re a s su re d  w orkers th a t  
even im possible ta sk s  like m oving a  m o u n ta in  c a n  be achieved  th ro u g h  conviction, h a rd  
w ork, a n d  cooperation.
c ‘DEDICATED TO SCIENCE, DEVOTED TO HEALTH’
As a  com plim ent, m an ag e rs  a lso  beg an  to  s tre s s  th e  need  for env ision ing  th e  h igher 
p u rpose  of w orking a t  X ian J a n s se n . They n eeded  a  credo  th a t  cou ld  em body a n  ideal 
for w orkers to  strive tow ard. B uilding on  th e  exam ples of b o th  Jo h n so n  & Jo h n so n  an d  
Belgian J a n s s e n , th e  new  slogan  u p h e ld  th e  ideals  of co m m u n ity  h e a lth  th ro u g h  
scientific re sea rch  a n d  progress. “D edicated  to  Science a n d  D evoted to  H ealth” 
becam e th e  b a n n e r  th a t  w orkers could  w ork  tow ard  in  th e  c a u se  of b e tte rin g  C h in a ’s 
h ea lth  ca re  system . The a im  of X ian J a n s s e n  w as n o t sim ply to  tu rn  a  profit on  i ts  
p ro d u c ts , b u t to  com m it to th e  im provem ent of th e  n a tio n ’s  h e a lth  care  system .
The new  m an ag em en t began  to  em ploy th e  u se  o f th e  c red o s a s  b u s in e ss  opera tio n s  
developed, a n d  one sen io r C h inese  m an ag e r m a in ta in s  th a t  th e  b en efits  of w inn ing  
sincere  re sp ec t from  cu sto m ers  a n d  th e  g enera l pub lic  h a s  com e from  th e  in fluence  of 
com m unity -m inded  credos of X ian J a n s s e n ’s  co rp o ra te  partners.®*
■'^The original story relates the life of an  old m an th a t grew tired of clim bing over a  large m ountain 
th a t lay between his hom e and  the fields where he and  o ther villagers went to work. After 
exclaiming th a t he intended to move the m ountain  (“Let’s  Move It”), people pronounced the old 
m an crazy and  laughed a t his foolishness. After a  short time, however, it w as noticed th a t he had 
resolutely determ ined to do the work himself, removing piles of rock from the m ountain  one by 
one. Inspired by his conviction, o ther villagers joined him , and  together with the good will of the 
gods around  them , the villagers soon removed the m ountain . Having u n d ertaken  a seemingly 
impossible task , Yu Gong and  the villagers had  worked together to m ake their lives better,
soNote the copy of the official Jo h n so n  & Jo h n so n  Com pany Credo in the appendix. In a 
d iscussion between Je rry  Norskog and  Cargill In terna tional’s C hina Director, Jo h n  Holden, the 
writer observed both m anagers agree on the im portance of credos in the Chinese workplace. 
S trong com m unal values and  a  com m itm ent to consum er and  employee needs are ideas th a t 
blend well with C hina’s Confucian cu ltu re  and  its Socialist ideology. Both m anagers suggested 
th a t corporate and  local credos were invaluable in providing group m otivation in the Chinese 
context.
8>Gu Li Hong.
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A com pany  song w as a lso  c rea ted , a n d  w orkers en co u rag ed  to  sing  a t  all com pany 
gatherings.®^ G u Li H ong, now  a  sen io r C hinese m a n ag e r in  th e  S a les  D ep artm en t, sees 
th e  credos a n d  com pany song  a s  “a s  a  friendly tie  link ing  th e  w orkforce a n d  a ro u s in g  
th e ir  e n th u s ia sm  for w in n in g  new  ach iev em en ts .”®̂
W hile w orking on  m old ing  new  a tt itu d e s  a n d  m a n ag e m e n t c u ltu re  in  th e  w orkplace, 
m an ag ers  a lso  h ad  to tack le  th e  logistical p rob lem s th a t  th ey  in h e rite d  from  d ep artin g  
managers.®'* In  solving th e se  p rob lem s, m any  of th e  co m p an y ’s  m o s t innovative 
p rog ram s w ere developed. In  m any  cases , th e se  p ro g ram s have  becom e in d u s try  
s tan d a rd s , again  show ing th e  co m p an y ’s ability  to  lead  a n d  affect positive ch ange  in a 
C hinese en v iro n m en t th a t  tu rn e d  o u t to  be m ore resp onsive  th a n  c liches a b o u t th e  
legacies of socialism  w ould suggest. W h at follows is  a  h is to rica l developm ent of how 
each  m an ag em en t c ris is  w as solved a n d  m an ag ed  over tim e.
5. MANDATE FOR CHANGE
In 1992, th e  C h inese  governm ent d e regu la ted  th e  p h a rm a ce u tic a l d is trib u tio n  
system , forcing th e  com pany  to  realign  i ts  en tire  sa le s  a n d  m a rk e tin g  stra tegy . 
Previously th e  s ta te  s tru c tu re  h a d  been  contro lled  by e igh t n a tio n a l d is tr ib u to rs , a n d  
sa les  w ere a llocated  to  d ifferen t co m pan ies  b ased  o n  th e  fo recas ts  of c en tra l p lan n ers . 
For a  p rivate  en te rp rise , th is  m e a n t a n  inab ility  to  m ee t o r affect m a rk e t dem an d . 
C onsequently , th e  de reg u la tio n  of th e  system  w as in  som e w ays a  boon for th e  
com pany, rem oving th e  ceiling on  a n n u a l  sales.
The negative a sp e c t of th e  policy w as th a t  th e  com pany  w as a b ru p tly  forced to  deal 
w ith m ore th a n  800  reg ional d is tr ib u to rs  th ro u g h o u t C h in a ’s m an y  provinces. T his 
called for fu r th e r in v e s tm en ts  to  re c ru it a  n a tio n a l sa le s  force a n d  e s ta b lish  regional 
offices im m ediately, a s  m a rk e t sh a re  w as now  open  to  com petition .
®^he lyrics to the Xian J a n s se n  them e song also refer to im ages of Chinese cu lture , and  are as 
follows: “O ur m inds are  broad a s  the Qin M ountains, ranging over h u n d red s  of m iles—O ur road 
is long as  an  ancient river, extending far and  wide—One aim , one wish is b inding u s  all together 
from Belgium to Xian. Oh! Xian Ja n sse n , you are writing th e  pages of a  new history forever!”
83Gu Lihong, p. 6.
®‘*Vice President Zhang referred to early operations a s  a  time th a t the  com pany needed to look 
forward, b u t first had  to cu t off the “tails” (wei ba) of unfin ished  b u sin ess  left over from departing 
m anagers. Before new p lans could be m ade, both personnel an d  adm inistrative problem s had  
piled up  during  the com pany's crisis period, and  had  to be dealt with.
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T he com pany  responded  by tu rn in g  th e  c ris is  in to  a n  o p p o rtu n ity . In N ovem ber of 
1993 Je r ry  Norskog a n d  V ice-P resident Z hang  took over th e  sa le s  d ep a rtm en t.
Previously th e  sa les  d e p a rtm en t h a d  been  ru n  by a  Hong Kong C h inese  th a t  drove sales 
th ro u g h  h is  p e rsonal re la tio n sh ip s  w ith  m ajo r d is tr ib u to rs . Norskog m a in ta in s  th a t  a t 
one tim e th e  tactic  w orked well w ith in  th e  C h inese  system . W ith d eregu la tion , how ever, 
m ore contro l w as now availab le  to  th e  com pany. “D is trib u to rs  d o n ’t  c rea te  d e m a n d ,” 
Norskog explains. “We decided to  c rea te  it  ou rse lves by providing m edical ed u ca tio n  for 
doctors a t  each  ind iv idual hospited.”®®
The new  sales p lan  w ould enteiil a  m assive  in v estm en t in  o rgan izational 
developm ent. In 1993 a n d  1994 th e  sa le s  force w as in c reased  m arkedly , w ith  th e  
com pany’s m ain  m anageria l th r u s t  to  tra in  its  new  w orkers  to  m eet th e  challenge.
New “Spirit” tra in in g  cam p s w ere c rea ted  in  w hich  h u n d re d s  o f new  em ployees took  p a r t  
in com petitive exercises th a t  en co u rag ed  rap id  a n d  p ro found  learn ing .
In  th e  office, s tr ic t ex am ination  p ro ced u res  w ere e stab lish ed  to  h ire  w o rk ers  from  all 
over C hina. E ach  s ta ff m em ber w as su b jec t to  a  100 -hour a n n u a l tra in in g  p rogram .
As for m an ag ers , 100 of th e  co m p an y ’s  to p  s ta ff  w ere s e n t ab ro ad  for specialized 
tra in ing , w ith  th e  com pany  sp en d in g  over $2 m illion on  su c h  tech n ica l tra in in g  th ro u g h
1994.®7 E ach  of th ese  p rog ram s h a s  becom e a  m a in s tay  in  X ian J a n s s e n ’s com p an y  
cu ltu re , a n d  a re  e labo ra ted  on  in  following ch ap te rs .
These in itia tives b e a r a  close, y e t a m u sin g  echo  to th e  socia list ed u ca tio n  p ro g ram s 
of M aoist th o u g h t. C om ing from  a  W este rn  com pany, th e  p ro g ram s seem  to em p h asize  
socialist values. However a n ti-c ap ita lis t o r an ti-in d iv id u a lis t they  m igh t seem , th e  po in t 
is th a t  they  found a  w ay to  effectively p ro d u ce  re s u lts  w ith o u t com pletely d ism iss in g  
usefu l a sp e c ts  of socia list ed u ca tio n  a n d  p ro p ag an d a.
1993 b ro u g h t a  second  c ris is  w h en  X ian J a n s s e n  w as au d ite d  by J o h n s o n  & 
Jo h n so n . Initially, a u d ito rs  p a sse d  th e  com pany , su b m ittin g  a  th ree -p ag e  rep o rt. 
U nsatisfied , Norskog s e n t th e  a u d it te am  back , d em an d in g  a t  le a s t 50  p ag es  a n d  a  
tho rough  report. The rep o rt w as th e n  filed a s  a  fa ilu re , a n d  th e  com pany  cam e u n d e r
85 Personal interview with Norskog, 23 Ju ly , 1995.
8&Expense increases during  th is period are  covered m ore fully in chap ter 3, and  analysis of 
training program s is outlined in C hapters 4 and  5.
“Sino-Belgian JV Tapping Big M arket,” col. 2.
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grave scru tin y . In  d em an d in g  th e  rep o rt, Norskog w as adter a  w ak e-u p  call from 
co rp o ra te  h e a d q u a rte rs  th a t  w ould give h im  th e  su p p o rt to  im p lem en t d ra s tic  change. 
U nsatisfied  w ith  th e  s ta tu s  quo , he  w as de term in ed  to  r isk  c ritic ism  in  o rd e r to  identify 
h is  observed need  for change. N orskog refers to th is  period a s  a  low -point in  h is  career, 
b u t th e  tu rn in g  po in t for th e  com pany.
In  a  w ord, the  goal b eh in d  failing th e  a u d it w as to  ra ise  peop le’s a tte n tio n  to  th e  
h igher cau se  o f the  two p a rty  exchange. W ith a  com m on goal of im provem ent, d ifferent 
factions could be d raw n  to  w orking for m u tu a lly  beneficial p ro g ram s a s  opposed  to 
relying on  indiv idual in fluence  o r c o rru p ted  in te re s ts .
Having purposely  failed th e  a u d it, m an ag em en t so u g h t to  c rea te  a  m a n d a te  for 
change  to im prove several p rob lem s w ith in  th e  com pany. In  o rd e r to  overcom e ex isting  
com m unications p rob lem s, a  m sdnfram e IBM AS-400 w as o rdered , a n d  a  u s e r  ne tw ork  
a n d  MIS depeirtm ent w ere im plem ented . In sta lled  in  O ctober o f 1994, it m a rk ed  th e  
beginning  o f a  m ore contro lled  m a n ag em en t cu ltu re  w ith in  th e  com pany . In  1995 the  
com pany linked its  regioned offices to  th e  Beijing office a n d  w as ad d ed  to J o h n so n  & 
J o h n s o n ’s in te rn a tio n a l ne tw ork  th ro u g h  th e  in te rn e t.
X ian J a n s s e n  h a s  b o th  a d ap te d  to a n d  p rom oted  in n o v a tio n s  w ith in  its  in d u s try  in 
accordance  w ith  ch an g es  in  its  political a n d  m ark e t env iro n m en t. I like to  refer to  th is  
tendency  a s  a  “lead-lag  re la tio n sh ip ” th a t  X ian J a n s s e n  h a s  developed in th e  C h inese  
m arke t. This p a r tic u la r  re la tio n sh ip  h a s  ta k e n  a n  a u th o rita tiv e  tu r n  in  th e  m id-90s. 
W ith co n tin u ed  reform  a n d  de reg u la tio n  m ak ing  it e a s ie r  for co m p an ies  to  m ake  th e ir  
own deals, X ian J a n s s e n  actively  b ro u g h t tech n ica l a n d  m an ag e ria l innovation  to  its  
opera tions. I ts  experience s u gge s ts  th a t  it is  possib le  to  su cceed  in  choosing  su p p lie rs , 
tra in in g  buyers, figh ting  for legal p reced en ts  in  C h in a  if ap p ro a ch e d  im aginatively . In 
1993, Norskog explained th a t  “W ith th e  governm ent decen tra liz ing , i ts  ge tting  e a s ie r  to  
c u t y o u r own deal.”®®
a  DONATIONS AND INFLUENCE^PUBLIC RELATIONS ‘CHINESE STYLE”
X ian J a n s s e n  h a s  c rea ted  severa l a n n u a l c a sh  c o n trib u tio n  fu n d s  to d ifferen t 
com m unity  o rgan iza tio n s, know ing  th a t  proactive generosity  c a n  be effective in  b ring ing  
ab o u t change.®^ W ith  over 12 y e a rs  of experience in  Asia, N orskog feels th a t  h e  h a s
88 ‘China: The Emerging Economic Powerhouse of the 21st C en tu iy ,” in B usiness Week, 17 May, 
1993, p. 58.
89Social tra in ing  program s an d  contributions are d iscussed  in detail in chap ter 5.
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learn ed  th e  im portance  of seeking  o u t re la tio n sh ip s . “In  Asia you  sh o u ld  never forget 
th e  h a n d  th a t  feeds you," he says, calling it “a  c u ltu re  w ith o u t law , even if th e  co u n try  
h a s  law ."90 w h ile  C h ina  h a s  p assed  a  se ries  of progressive b u s in e s s  law s, th e  lack  of 
legal tra d itio n s  a n d  s tru c tu re  h a s  m ade en fo rcem en t difficult. T h is s tru c tu ra l v acu u m  
m ay h e lp  explain C h in a ’s m ajo r problem  w ith  c o rru p tio n , a n d  certa in ly  p laces a 
p rem ium  on fostering  p a rtn e rsh ip s  w ith  gov ern m en t agencies  a s  a  m easu re  of b u s in e s s  
in su ran ce . At the  sam e tim e, how ever, it m ay  offer o p p o rtu n itie s  for innovation  a n d  
su ccesses  n o t u su a lly  asso c ia ted  w ith  socie ties  w here  legal s tru c tu re s  a re  m ore fully 
developed.
In J u n e ,  1994, N orskog took a  position  of le ad e rsh ip  in  a d d re ss in g  C h in a ’s first 
D iscussion  on  C linical M edical E th ics. A ddressing  over 200  m edical officials an d  
experts, h e  m ade a  call for th e  fight a g a in s t c o rru p tio n  in  medicad ethics.^) Specifically, 
in te llec tual p roperty  rig h ts  w ere p laced  on  th e  a g en d a  to  a d d re ss  th e  im p o rtan ce  of legal 
p ro tec tion  n o t covered by C hinese b u s in e ss  law. M any officials w ere forced to  reckon 
w ith th e  com plain t, a s  X ian J a n s s e n  w as  a  m ajo r sp o n so r of tra in in g , re sea rch  
p rog ram s, m edical fu n d s , a n d  social o rg an iza tio n s  in  th e  c o m m u n i t y . T h i s  u se  of h igh 
profile public  d o n a tio n s  h a s  afforded th e  com p an y  sign ifican t pub lic  re la tio n s  
a m m u n itio n  to  p u t p re s su re  on re levan t g overnm en t reg u la to ry  agencies.
The com pany  h a s  m ade  o th e r high-profile com m u n ity  d o n a tio n s  th a t  have becom e 
a n  effective public  re la tio n s  tactic. On one occasion , for exam ple, th e  co m p an y ’s 
rep resen ta tiv es  v isited  a  police officer w ho h a d  b een  severely b u rn e d , b ring ing  gifts of 
p h a rm aceu tica ls  a n d  ea rn in g  m u ch  public ity  in  th e  p rocess. O th e r p rog ram s have 
m ade reg u la r d o n a tio n s  to  derm atology a n d  m edical re sea rch , a rchaeological s ites. 
P an d a  b e a r recovery p rogram s, d isab led  ch ild ren , a n d  social secu rity  funds, am ong  
o th e rs .93
90Personal interview with Norskog, 23 Ju ly , 1995.
91 “Clinical Medical Ethics," in Xian Ja n sse n  News, P.R. D epartm ent, Nov. 4-12, 1994, p. 28.
92 ‘Gift to Hero." Xian Ja n sse n  News, P.R. Dept., 5 M arch, 1994, p. 18.
93Donations are listed chronologically in Table 7.
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b CASH MANAGEMENT, TRADE, & FOREIGN EXCHANGE CONVERSION
Inh eritin g  a  p rogram  th a t  h a d  no  effective foreign ex change  ba lan c in g  system  proved 
to be a  challenge for new  m a n ag e rs  a n d  th e  B oard  o f D irecto rs. D eveloping a  long-term  
p lan  to a d d re ss  th ese  p rob lem s becam e th e  h ig h es t priorit}' in  B oard  m eetings th ro u g h  
1992 a n d  1993.
Collection of b ills from  w holesa le rs  w as one prob lem , a s  co llection  tim es w ere too 
long a n d  enfo rcem ent w as difficult. “They p u t  m oney in to  office b u ild in g s  a n d  shopping  
cen te rs , b u t  they  w o u ld n ’t  pay  m e ,” recalls  N orskog.’** His so lu tio n  w as to  offer buyers 
options th a t  th e  C hinese  view a s  revo lu tionary , su c h  a s  offering d isc o u n ts  for p rom pt 
p ay m en ts  a n d  m ak in g  first-tim e b u y ers  su b m it to c red it checks. C o n tra c ts  a n d  cred it 
app lications c rea ted  by th e  com pany  have since becom e s ta n d a rd  in  th e  in d u s try , w ith 
com panies like Squ ibb  em ploying th e  sam e system .’ ^
Norskog even took h is  m e th o d s  a  s tep  fu r th e r  in  1993, decid ing  to  provide h is  b est 
d is trib u to rs  w ith  a  p e rso n a l IBM co m p u te r, softw are, a n d  tra in in g  to  keep  acco u n t 
records u p d a ted . H appy w ith  th e  re su lts  of th e  p rog ram , h e  s ta te s , “I feel like I’ve ju s t  
tu rn e d  a  ligh t on  inside  a  d a rk  c lo se t.”’*
Sim ilar tac tic s  have  b een  u se d  w ith  tax  collectors, w ho h a d  no  tra in in g  or 
equ ipm ent for oversight in  th e  early  n ine ties. In  o rd e r to  im prove co m m u n ica tio n s  w ith  
tax  collectors an d  reg u la to ry  agencies, X ian J a n s s e n  h a s  u n d e r ta k e n  to  ex ten d  its  
tra in in g  of “GMP”, (in te rn a tio n a l reference for Good M an ag em en t P rac tices  in  business) 
to th e  la rg est m edical o rg an iza tio n s  in  th e  co u n try .’  ̂ In itia ted  in  1993, th e  tra in in g  h a s  
been  te rm ed  the  “Pagoda P lan ,” a n d  h a s  b een  sp o n so red  by X ian J a n s s e n  one o r two 
tim es an n u a lly  since th e n . In  1994 alone, th e  com pany  sp e n t 7 .6  m illion RMB on b u y er 
tra in in g  activ ities ’* Officials from  th e  M inistry  of H ealth , S ta te  P h a rm aceu tica l
’•♦Louis Kraar, “Now Comes the  H ard Part for C hina,” in Fortune: The Fortune Global 5 00 . 26 
Ju ly  1993, p. 90.
’^Personal interview with Norskog, 23 Ju ly , 1995.
“Now Comes the Hard Part for C hina,” p. 90.
’^Due to the bureaucratic n a tu re  of the pharm aceutical industry , regulatory agencies such  as  the 
Ministry of Health and  the S tate Pham aceuiical Association often overlap in roles of custom er and 
regulator. For th is reason  they are specifically targeted, along w ith private custom ers, for GMP 
and custom er service train ing  techniques.
’8 “A Retrospect of Xian J a n s se n ’s C ontribution to Society in 1994,” P.R. Dept. P ress Release,
1995. T ranslated by UM Professor Shi Songquan.
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A dm in istra tion , a n d  Provincial m edical lead ers  have all benefited  from  th e  tra in in g .
This m an ag em en t tool h a s  done m u ch  to  im prove co m m u n ica tio n s, w hile a t  th e  sam e 
tim e ea rn in g  th e  com pany  s tro n g  p o in ts  w ith  its  m ain  d is tr ib u tio n  netw orks.
A foreign exchange p rog ram  h a s  a lso  been  developed, w ith  rough ly  o n e-th ird  of the  
earn in g s  com ing from  export trad e  revenue. O nce p e rm its  w ere acqu ired , th e  H angjiang  
factoiy began  exporting  raw  chem ical m a te ria ls  to  J a n s s e n  B elg ium ’s m ore th a n  thirty- 
b ran ch  com pan ies w orldwide. By 1995, ex p o rts  from  X ian J a n s s e n ’s C hinese 
p roduction  p a r tn e rs  reach ed  seven  m illion USD.’  ̂ E xport of J a n s s e n ’s ow n p ro d u c ts  
have a lso  in c reased , w ith  sa le s  o f Verm ox, a n  in te s tin a l m edicine, reach in g  $ 5 0 0 ,0 0 0  in
1994,100
To co m pensa te  for lo sses  in  th e  foreign exchange sw apping , a  foreign exchange 
conversion d e p a r tm en t w as s e t  u p  in  S hanghai. The d e p a r tm e n t’s m ain  fu n c tio n  is  to 
ac t a s  a  sep a ra te  trad in g  com pany  th a t  b u y s  raw  chem ica ls  locally a n d  exports  for 
profit.!®* E xports  have th u s  becom e a n  e ssen tia l co m p o n en t of th e  com p an y ’s grow th. 
In 1994, S h aan x i Province aw ard ed  th e  com pany  its  b e s t foreign cu rren cy  c re a to r  w ith  
$15.78  m illion in  to ta l expo rts , acco u n tin g  for 26 p e rc en t of th e  to ta l ea rn ed  by th e  
province’s  foreign invested  e n te rp rise s . *®2 W hat is  no tew o rth y  h ere  is  th a t  n o t only h a s  
the  com pany  found  creative  w ays to  convert its  foreign exchange, b u t  it a lso  a id es  local 
s ta te  fac to ries in  b ring ing  th e ir  p ro d u c ts  to  th e  in te rn a tio n a l m ark e t. *®3
M any o f th e  p ro g ram s th a t  have m ade X ian J a n s s e n  th e  show piece it is  today  were 
created  since  1991. S ince th a t  tim e, th e  com pany  h a s  e a rn ed  n u m e ro u s  provincial 
aw ards for tax  co n trib u tio n s , en v iro n m en ta l p ro tec tion , expo rt incom e, a n d  in d u s tr ia l 
ven tu re  w ith  b e st benefits. N ationally, th e  com pany  h a s  tw ice b een  aw arded  th e  
n u m b er one jo in t v en tu re  d is tin c tio n , su g g esting  th a t  m a n ag e m e n t te ch n iq u es  have 
been effective in gain ing  local su p p o rt. W hile each  of th e se  p ro g ram s w a rra n ts  fu r th e r
Yingpu, “Sino-Belgian JV  Tapping Big M arket,” in China B usiness Weekly, 23-29 July,
1995, p. A-1, col. 4.
loopersonal interview with Shen Rulin, 3 Ju ly , 1995. 
loipersonal interview with Nick Zhang, Ju ly  28, 1995.
102 “Sino-Belgian JV Tapping Big M arket,” col. 4.
103 “A retrospect of Xian J a n s se n ’s C ontributions to Society in 1994,” P.R. Dept. P ress Release. 
1995, p. 7.
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e laboration , th e  basic  h is to ry  o f X ian J a n s s e n  is im p o rtan t a s  a  p o in t of re fe rence  for 
how  th e se  in n ovations w ere conceived. By b as in g  i ts  m an ag em en t on  th e  p rinc ip le  of 
influence b ased  on m u tu a l in te re s ts , X ian J a n s s e n  created  a  new  m an ag em en t p rac tice  
linked to  w orker m otiva tions th a t  m a k es  sen se  w ith in  C hinese  behavioral s tru c tu re s .
By finding th is  m an ag em en t com prom ise, X ian J a n s s e n  fought its  w ay th ro u g h  its  c ris is  
period. The com pany  h a s  resp o n d ed  to  c rise s  b o th  in  C h ina  a n d  w ith in  its  own 
s tru c tu re  to  becom e a  m odel foreign v en tu re . W ith th e  in fluence th a t  su cce ss  h a s  
b rough t, X ian J a n s s e n  h a s  becom e a n  in d u s try  leader a n d  a  p a r tn e r  w ith  governm ent, 
now able to exert its  own in fluence  on  C h inese  h istory . lO"*
io4As the la test solidification of Xian J a n s s e n ’s m anagem ent policies, its Strategic P artnersh ip  of 
1 9 9 5  is elaborated on in the p ap er’s conclusion.
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V - CH A PTER 3  : XIAN JA N SSE N ’S ECONOM IC H I S T O R Y
A bstract:
X ian J a n s s e n ’s  econom ic perform ance is  exam ined  o n  a n  a n n u a l b asis , focusing m ain ly  
on the  po st-c ris is  period w hen  sa le s  becam e a  p rim ary  m a n ag em en t concern . 
Investm en t, sa les  a n d  profit figures a re  analyzed  in  te rm s  of th e  co m p an y ’s grow th ra te , 
a n d  basic  grow th p a tte rn s  a re  a ttr ib u te d  to  m a n ag e m e n t decisions.
From  a  C hinese perspective , th e  m o st beneficial co m p o n en ts  o f foreign invested  
en te rp rise s  a re  the  technology tra n sfe r , in v estm en t in  th e  econom y, ta x  re tu rn s  on 
profit, a n d  th e  benefit from  w orld -class p ro d u c ts  p ro d u ced  a n d  co n su m ed  in C hina.
Xian J a n s s e n  h a s  been  a  favorite of in v estm en t officials b ecau se  o f i ts  h igh  score on all 
th ese  po in ts.
In o rd e r to even be co n sidered  by th e  Top T en Selection  C om m ittee, com pan ies  m u s t 
invest a  to ta l of no le ss  th a n  $1 0  m illion U.S. DoUatrs.i®* In v estm en t, th en , is  a  first 
considera tion  in  ran k in g  th e  com pany  a s  a  su ccess fu l v en tu re .
A - INVESTMENT*»^
W hen lau n ch ed  on  May 4, 1991, X ian J a n s s e n  w as  th e  la rg est foreign invested  
p h a rm aceu tica l v en tu re  in  C hina. W hen p ro d u c tio n  w as being  com pleted  in 1988, X ian 
J a n s s e n  h a d  a  cum ula tive  in v estm en t of $101 m illion RMB, 52 p e rc en t of w hich  w as 
m ade by Belgium . *»® W hile th is  in itia l in v es tm en t m ark ed  th e  en d  of a  m ajority  of the  
com pany’s technology tra n s fe r , new  p ro d u c tio n  lines w ere still being  im ported  to
•»SFor table reference of economic perform ance in different areas, please refer to tab les 1 -6. 
Regarding the figures used for C hapter 3 and  its corresponding tables, please note th a t while 
Xian Jan sse n  has released some economic figures in p ress  releases in the past, the com pany’s 
policy is to not release such  inform ation generally. For th is reason, the figures used in th is 
chapter have been taken from an n u a l reports published  by the S tate Pharm aceutical 
Adm inistration, ra ther th a n  com pany records. Due to different accounting procedures and 
distinctions between gross and  net trade, the  inform ation sta ted  here may be a t odds with figures 
published through the com pany or o ther sources quoted in th is study.
106 “China: Top Ten Jo in t V entures,” p. 3.
•oi’Figures are given in the Chinese currency of RMB. Approximate dollar am oun ts  a t  the time of 
writing were being traded a t 8.2 RMB to 1 USD.
lospigures are taken from the S tate Pharm aceutical A dm inistration, and  are rounded to the 
nearest million RMB.
47
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in c rease  th e  factory’s o u tp u t, a n d  technology for p ackag ing  sy stem s  a n d  co m p u te r 
m an ag em en t p rog ram s co n tin u ed  to  be b ro u g h t in  a fte r 1991.
As new  equ ipm en t w as im ported  in  p re p a ra tio n  for p ro d u c tio n  in  1988, th e  nex t two 
y ears  saw  th e  la rgest in c rease  in  in v es tm en t spend ing . By th e  en d  of 1990, in v estm en t 
h a d  in c reased  by m ore th a n  75  m illion to  re a ch  177 m illion RMB, n early  doubling  th e  
cum ulative  in v estm en t of th e  first th re e  yesirs of th e  jo in t  v en tu re . As a n n u a l sa les 
in creased  to  over 400  m illion RMB betw een  1988 a n d  1991, w hen  in v estm en t began  to 
ta p e r off slightly. 1991 show ed th e  co m p an y ’s  low est to ta l in c rease  in  investm en t, a t 
ju s t  less th a n  16 m illion RMB.
After 1991 th e  com pany  began  to  in c u r  th e  c o s ts  of a d ap tin g  to  s teady  econom ic 
grow th. In  o rd er to  m an ag e  a n n u a l sa le s  th a t  w ere ap p ro ach in g  622  m illion RMB in 
1992, X ian J a n s s e n  began  to  in c rease  its  a n n u a l  n o n  p ro d u c tio n  in v estm en ts  in  sales, 
m arketing , co m p u te r sy stem s, a n d  o therw ise. In v es tm en t w as in c reased  an n u a lly  u n til 
1993 a n d  *94, w hen  it se ttled  a t  a ro u n d  25  m illion RMB an n u ally . T h is b ro u g h t to ta l 
in vestm en t to 264 m illion in  1994, m ore  th a n  2 .5  tim es  th e  1988 to ta l.
T his in c rease  in  sp en d in g  followed a  policy ch an g e  in  C h in a ’s  p h a rm aceu tica l 
d is trib u tio n  system , w hich  w as  decen tra lized  in  1992.^^  W hereas sa le s  u sed  to  be 
tra n sac te d  w ith  th e  c o u n try ’s  firs t tie r  of reg u la ted  h o sp ita l d is tr ib u to rs , the  
deregu lation  now  forced com pan ies to  open  80 0  new  sa le s  a c c o u n ts  w ith  provincial 
d is tr ib u to rs  th ro u g h o u t th e  co u n try . T h is called  for th e  c rea tio n  of regional sa le s  offices 
th ro u g h o u t C h in a ’s m an y  prov inces, a  sign ifican t expense  for the  com pany.
In vestm en t slowed ag ain  in  1995, b u t  w as a sso c ia ted  w ith  a n  im pressive sa le s  y ear 
w ith fo recasted  sa les  expected  to  r ise  ag a in  in  1996. E s tim a tio n s  w ould p lace 1996’s 
cum ulative  in v estm en t a t  n early  305  m illion RMB, th ree  tim es th e  am o u n t in  1988. 
W hile 1991 a n d  1995 m ark ed  low p o in ts  in  X ian J a n s s e n ’s in v estm en t tren d , th e re  w as 
an  average of 24 m illion RMB in v ested  a n n u a lly  betw een  1988 a n d  1996.
B - SALES
In  te rm s  of its  econom ic p erfo rm ance, X ian J a n s s e n  h a s  p u t u p  im pressive 
n u m b ers , especially  in  te rm s  of its  g ro ss  sa les . A ccording to  Vice P res id en t Z hang  
Xiongxin, “The sa les  a n d  m ark e tin g  d e p a r tm e n t w ere repiositioned a s  th e  m o st
'<>9Personal interview with Shen Rulin, Ju ly  3, 1995.
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im p o rtan t d e p a r tm e n ts  in  N ovem ber of 1993. People in itia lly  d id n 't like u s  favoring 
d ep artm en ts , b u t o u r  sa les  record  sp eak s  for i t s e l f . A  look a t  sa le s  figures does lend  
proof to th e  validity  of th e  “No Free L unch” p rog ram  a sso c ia ted  w ith  the  sam e period.
W hile som e tr ia l ru n s  h a d  b een  m ade  in  1988 a n d  p ro d u c tio n  con tin u ed  th ro u g h  
1989 a n d  1990, it w a sn ’t  u n til M ay 4 , 1991 th a t  th e  com pany  held  its  g ran d  opening 
cerem ony, open ing  th e  en tire  floor for p roduction . Several p ro d u c ts  h ad  been  selling on 
the  meirket before th a t  tim e, b u t  to ta l sa les  h a d  reach ed  only 183 million RMB. 
C onsidering th e  factory  w a sn ’t  o p era tin g  a t  full capac ity , th is  w as still im pressive, a s  it 
m arked  th e  firs t y ea r th a t  th e  co m p an y ’s sa le s  su rp a sse d  i ts  to ta l investm en t, a n d  th e  
com pany show ed a  profit for th e  firs t tim e.
As th e  first y ea r o f full p ro d u c tio n , 1991 m ark ed  th e  la rg e st a n n u a l  in c rease  in 
gross sales, a s  figures ju m p e d  n early  200  p e rc en t from  147 to  4 33  m illion RMB. Sales 
con tinued  to  in c rease  in  1992, in c reas in g  by 43  p e rc en t to 622  m illion RMB.
The period betw een 1992 a n d  1994 saw  extrem ely lim ited  grow th in  g ross sa les , b u t 
volum e stayed  s teady , hovering  betw een  622 a n d  65 6  m illion RMB an n u ally . T he 
leveling in  sa le s  figures d u rin g  th is  period is  likely a ttr ib u ta b le  to  th ree  fac to rs, all 
re la ted  to grow th m an ag em en t. The first fac to r w as th e  d e reg u la tio n  of p h a rm aceu tica l 
d is tribu tion , w hich  m ade  access  to c u s to m ers  m ore difficult. D ue to deregu la tion  an d  
also because  of th e  co m p an y ’s  fa s t pace  of grow th in  th e  p rev ious period, a  large new  
sales force h a d  to be h ired . As c u s to m ers  w ere now  sp read  over th e  en tire  co u n try , a n d  
because  th e  c u rre n t s ta ff w as w ork ing  a t  full capacity , a n  in v es tm en t in th e  h iring  an d  
tra in ing  of pe rso n n el w as needed . A th ird  a n d  re la ted  rea so n  w as th a t  X ian J a n s s e n ’s 
sales force needed ad d itio n a l tra in in g  in  advanced  sa le s  a n d  m ark e tin g  te ch n iq u es  in 
order to m eet th e  challenge of com petition  in  C h in a ’s ch an g in g  p h a rm aceu tica l 
industry .
P residen t Je rry  N orskog re fe rs  to  th is  period in  1993 an d  *94 a s  a  tra n s itio n  from  
technical c u ltu re  to  m an ag e ria l c u ltu re , d u rin g  w hich  tim e all d e p a r tm en ts  w orked  to  
improve efficiency a n d  capacity . W ith th e  su cc e ss  of th e  “No Free L unch” ph ilosophy, 
the  com pany w as in  a  position  to  ca rry  o u t th e  “Let’s Move It!” slogan. People w ere 
needed to  m ake th e  com pany  m ove, a n d  th e  em ployee c o u n t w as  in c reased  to  7 00  
people betw een 1993 a n d  1995, w ith  a  m ajority  of people b e ing  h ired  in  sales. New
110 Personal interview with Zhang, 24 Ju ly , 1995.
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regional sa les  m a n ag e rs  w ere tra in ed  in  S ingapore  a n d  A ustra lia , a n d  m an ag em en t 
cam p s w ere held  a n n u a lly  to  en co u rag e  a n d  tra in  w orkers in  m an ag em en t skills.
As X ian J a n s s e n  e s tab lish ed  its  reg ional sa le s  offices a n d  linked  th em  th ro u g h  
tra in in g  a n d  co m m u n ica tio n s  u p d a te s , sa le s  began  to  in c rease  d rastica lly , ach iev ing  a 
record 922 m illion RMB in  1995. “We th o u g h t th e  V ice-P resident a n d  P resid en t w ere 
crazy—o u t of th e ir  h ead s , w h en  th ey  gave th e  sa le s  team  th e ir  goals,” exp lains 
P roduction  m anager Yu Liping. “I w a sn ’t  even  su re  we could  p ro d u ce  a t a  capacity ' to 
m eet th a t  ra te , b u t w e w orked  doub le  tim e  a n d  we su rp a sse d  th e ir  g o a l s . T h e  
increase  in sa les  req u ired  coopera tion  w ith  p ro d u c tio n  team s, a n d  prev ious d rives for 
com pany u n ity  w ere b eg inn ing  to  m ake  s tr id e s  in  th is  direction.
W hile sa les  in c rease s  w ere  m o d est from  1992 to  "94, figures have in c reased  every 
year since 1988. T otal sa le s  th ro u g h  1995 s ta n d  a t  n early  3 .5  billion RMB, th e  b e s t 
sa les record  am ong  C h in a ’s  p h a rm a ce u tic a l foreign invested  en te rp rise s . If sa le s  figures 
in 1996 co n tin u e  a t  th e ir  c u r re n t  ra te , X ian J a n s s e n  will ag ain  have  a  reco rd -b reak ing  
year, w ith  fo recasts  p red ic tin g  m ore th a n  1 billion RMB in  g ross  sales.
C - PROFIT
In te rm s  of profit, X ian J a n s s e n ’s g row th  h a s  been  less  s tead y  th a n  its  perfo rm ance 
in  sales. C osts exceeded th e  incom e of in itia l sa le s  in  1989, leaving th e  com pany  w ith  a  
n e t loss of (-23 m illion RMB). X ian J a n s s e n ’s  in v estm en ts  broke in to  th e  b lack  in  1990, 
w ith  n e t profit en d ing  a t  close to  14 m illion RMB. O perating  profit in creased  
dram atically  in 1990, m oving from  6 .7  to  27 .9  p e rcen t of g ro ss  sales.
Xian J a n s s e n ’s  b e s t p e rfo rm an ce  in  b o th  n e t  a n d  o p era tin g  p ro fits  took p lace  d u rin g  
1991-92, w hen overhead  w as low er d u e  to  th e  d is trib u tio n  s tru c tu re . W ith a  
stream lined  p roduction  facility a n d  lim ited  sa le s  personnel, p rofits w ere com paratively  
high. O perating  profit sh o t u p  to  216  m illion RMB in  1992, 43.1 p e rcen t of g ro ss  sales. 
Net profit likewise in c re ase d  in  1992, en d in g  a t  204  m illion RMB, o r n early  33 p e rcen t 
of gross sa les  for th e  y e a r .  *12
D ue to  th e  in c reased  ex p en ses  for new  em ployees a n d  th e  highly ch arg ed  C h inese  
econom y in  1992, *93, a n d  *94, b o th  n e t a n d  o p e ra tin g  profit saw  a  s tead y  decline over
' “ Personal interview with Yu Liping, 3 Ju ly , 1995. 
uapigures were provided by Xian J a n s se n  P.R. D epartm ent.
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th is  period. S ince 1992, profit figures have f lu c tu a ted  slightly, show ing a  sh rin k in g  
percen tage  of g ross sa le s  figures. W hile in te rn a l in fo rm ation  reg ard in g  p u rch as in g  
prices a n d  foreign exchange ea rn in g s  w ere n o t read ily  available a s  a n  analy tical 
reference for th is  tre n d , severa l possib ilities m igh t explain  th is  dow nw ard  tu rn . F irst, 
w ith  th e  increased  com petition  o f o th e r p h a rm aceu tica l com pan ies, X ian J a n s s e n  h a s  
h a d  to m a in ta in  a  fairly c o n s ta n t p ric ing  on  its  p ro d u c ts , w ith  an y  in c reases  posing  a  
th re a t to  sales. At th e  sam e tim e C h in a ’s econom ic grow th h a s  fueled inflation ra te s , 
increasing  p u rc h a s in g  co sts  by anyw here  from 8 to 20  p e rcen t p e r  year. W ith 
increasing  co sts  a n d  c o n s ta n t o r low ered pricing, th e  decreasin g  profit in  re la tion  to 
sales becom es u n d e rs tan d a b le .
W hile cu rrency  ra te s , export tax es , a n d  o th e r econom ic tre n d s  a lso  affect th e  
fluc tua tion  of profit figures, e a rn in g s  have  been  su b s ta n tia l over tim e. If one acco u n ts  
for n e t lo sses  in 1989, to ta l n e t  e a rn in g s  since th a t  y e a r now  s ta n d  a t  nearly  885  m illion 
RMB, or roughly  100 m illion U .S. D ollars (1996). F o recasts  e s tim ate  th a t 1996 will 
b ring  a n  add itiona l 170 m illion RMB, ag ain  re p re sen tin g  th e  m o st e a rn in g s  of any  
foreign-funded p h a rm a ce u tic a l v e n tu re  in  C hina,
D - TAX REVENUE
A nother im p o rtan t co n sid e ra tio n  for C h in a ’s  in v estm en t officials is  to  gauge tax  
incom e received from  foreign v e n tu re s . X ian J a n s s e n  h a s  received g rea t p ra ise  for its  
perform ance here , co n trib u tin g  leirge su m s  of b o th  indu stria l-co m m erc ia l tax es  an d  
im port teixes,“ 3 T h ro u g h  1992, X ian J a n s s e n  h a d  pa id  a  cu m u la tiv e  in d u stria l- 
com m ercial tax  of 60 .2  m illion RMB, a n d  82 .0 8  m illion RMB in im port taxes.*'"* 
Together, those  two figures s u rp a sse d  th e  a m o u n t of to ta l C h inese  in v estm en t in th e  
com pany ."^  A large p o rtio n  o f fu n d s  for X ian ’s  expressw ay  to  its  new  in te rn a tio n a l 
a irp o rt w ere provided by X ian J a n s s e n ,  w ho each  y ear is am ong  S h aan x i P rovince’s 
la rgest tax  c o n tr ib u to rs ."^
'"T a x  figures are total tax  con tribu tions to the Chinese governm ent, including Provincial, S tate, 
VAT, and imports.
1 '■‘Figures taken from China Economic Daily figure, which differ slightly from accounting of S tate 
Pharm aceutical A dm inistration records.
“China: Top Ten Jo in t V entures,” p. 5.
"6 Personal interview with Norskog, Ju ly  4, 1995.
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Overall, X ian J a n s s e n ’s econom ic p erfo rm an ce  h a s  done th e  rig h t th in g s  in  te rm s  of 
w h a t C hinese  officials a re  looking for in  su ccess fu l p a r tn e rsh ip s . Soon to be aw arded  its  
th ird  Top J o in t V en tu re  d is tinc tion , X ian J a n s s e n  h a s  gained  resp ec t th ro u g h  its  
d ispersion  of high  technology', q u a lity  h e a lth  ca re  p ro d u c ts , generation  of s ta te  incom e, 
a n d  econom ic clout. Its  b u s in e ss  su c c e ss  becom es readily  a p p a re n t in  looking a t  its  
perform ance record  a n d  th e  sh o r t tim e it h a s  b een  in  opera tion .
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VI - CH A PTER 4  : PEO PL E-FIR ST  PER SO N N EL DEVELOPM ENT
A bstract:
Global econom ic tre n d s  su g g est a  s tro n g  need  for co m p an ies  to focus on developing 
highly skilled a n d  m otivated  w orkers th a t  c an  ad d  v a lue  for specific cu sto m er needs. As 
a  large fac to r in  X ian J a n s s e n ’s su ccess , m a n ag em en t te ch n iq u es  a re  analyzed in te rm s 
of th e ir  s tro n g  e m p h as is  on  p e rso n n e l developm ent. O rgan izationa l developm ent 
tech n iq u es  th a t  foster effective rec ru itm en t, tra in in g , a n d  re ten tio n  of top qualit) 
m anagers  a re  h ighlighted .
A good general d o esn 't show  off h is  power.
A good w arrio r d o e sn ’t  get angry.
A good co n quero r d o e sn ’t  a tta c k  people.
A good em ployer p u ts  h im self below  h is  em ployees.
T his is called  th e  pow er of n o n co n ten tio n .
T his is called  u s in g  th e  s tre n g th  of o th e rs .
T his is called perfec t em u la tio n  of heaven .
A PERSONNEL DEVELOPMENT
As suggested  in  th e  in tro d u c tio n , global co m pan ies have h a d  to  a d ap t th e ir  focus 
from the  volum e of p ro d u c tio n  to th e  value th a t  th ey  c an  ad d  to th e ir  p roducts . The 
explosive p e rso n a l co m p u te r in d u s try  is  a  fitting  exam ple of th is  tren d . Previously a  
race betw een m a n u fa c tu re rs  of h a rd w are , th e  in d u s try  h a s  now  com e to be dom ina ted  
by value-added  serv ices a n d  softw are p rog ram m ers. No longer a re  p roduction  lines of 
physical p ro d u c ts  th e  eng ine th a t  d rives th e  in d u s try . R ath er, com pan ies th a t  can  
assem ble  te am s of people th a t  e n h a n c e  th e  p ro d u c t’s p e rfo rm an ce  have achieved the  
g rea test success.
The "h ardw are”, o r  tech n ica l a sp e c t of a  com pany  h a s  likew ise becom e secondary  to 
the  “softw are”, or va lu e-ad d in g  capab ility  of its  perso n n el. To be a  tru ly  successfu l 
corporation  in th is  new  global env iro n m en t, co m pan ies  m u s t  provide m ore th a n  a  m ass- 
p roduced product.
W ell-trained aind m otivated  em ployees a re  th e  new  m a rk  of su ccess  for a  com pany, 
an d  X ian J a n s s e n  h a s  m et th e  challenge o f th is  global tren d . “It is v ital th a t  th e  
p roduction  side of o u r  com pany , o r “h a rd w a re ’ w orks in  ta n d em  w ith  the  ‘softw are’, o r 
employee m an ag em en t c u ltu re ,” say s  P resid en t Norskog. The form ation of a
'•^Lao Zi, Tao Te Chine. T ranslated  by Brian Brown Walker, (New York; St. M artin’s Press, 1995),
p. 68.
>*®Xian Ja n sse n  News
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co m peten t w orkforce a n d  a  m otivated  co rp o ra te  c u ltu re  is th e  p ro u d  show case of th e  
com pany’s m an ag ers .
W ith m any  com pan ies looking to  “p o ach ” X ian J a n s s e n ’s experienced w orkers, th e re  
is a  challenge to m a in ta in  qua lity  p e rsonnel. “I t’s  a  com petitive m ark e t a n d  we d o n ’t 
alw ays w in ,” says Norskog, “b u t th a t  ju s t  p u ts  h ig h e r d em an d s  on  u s  to  tak e  care  of o u r 
people a n d  grow o u r  own w orkforce.”"^
B - RECRUITMENT
The qua lity  of an y  p e rso n n e l developm ent p rog ram  beg ins w ith  a  com pany’s abilit>' 
to rec ru it com peten t a n d  reliab le em ployees. Any prospective X ian J a n s s e n  em ployee 
m u s t en d u re  a  rigorous selection  p ro cess  before en te rin g  th e  com pany. X ian J a n s s e n ’s 
top m an ag e rs  m ake selective re c ru itm e n t a  p riority , em ploying a  n u m b er of tech n iq u es  
to e n su re  th e  com p an y ’s acq u isition  o f qusdity w orkers.
Top m an ag ers  re c ru it college g ra d u a te s  from  C h in a ’s  m o st p restig ious u n iv ers itie s, 
often organizing ca ree r sem in a rs  for g ra d u a tin g  s tu d e n ts . All prospective em ployees 
m u s t have th e  poise a n d  language ab ility  to  e n d u re  a  b a rrag e  of in terview s in b o th  
English an d  C hinese. S m okers a re  e lim ina ted  a s  can d id a te s , a s  m an ag e rs  feel th a t  they  
would no t fit well in to  X ian J a n s s e n 's  h ea lth -o rien ted  com pany  c u l t u r e . A d d i t i o n a l  
req u irem en ts  inc lude  a  general know ledge of co m p u te rs  a n d  a  collection of o u ts id e  
in terests. A pplicants m u s t a lso  d e m o n s tra te  th e  com petitive a tti tu d e  th e  com pany  is 
looking for. If a  c an d id a te  d o e sn ’t  know  h is  c la ss  ran k , for exam ple, X ian J a n s s e n  is 
no t in terested . “C om petitive people know  w here  they  ra n k ,” say s  Norskog.
O nce h ired , em ployees m u s t go th ro u g h  a  s ta n d a rd  tra in in g  p rog ram  a s  
probationary  em ployees for th re e  to  six m o n th s  before jo in in g  th e  p e rm a n en t staff.
Many of th e  em ployees w ho leave th e  com pany , w hich  h ad  a n  a ttr itio n  ra te  of 14 
percen t in  1993, do  so in  th is  period. If th e  em ployee’s  perfo rm ance is  sa tisfac to ry , he 
is th en  provided w ith  tra in in g  to  develop specific tech n ica l o r m anageria l skills.
‘ Impersonal interview with Norskog, 3 Ju ly , 1995.
120 "U.S. Firms N urture Chinese M anagers,” Asian Wall S treet Jo u rn a l. 25 August, 1994, Sec. B, 
p. 1, col. 2.
121 ‘Putting the Corps into Corporate,” p. 51.
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T rain ing  is ad m in is te red  on a n  ongoing b a s is  th ro u g h  sem in a rs , coaching, a n d  lec tu res, 
an d  each  em ployee’s tra in in g  record  a n d  productivity ' is m on ito red  by com puter,
C TRAINING
Today, the  scope o f X ian J a n s s e n ’s b u s in e s s  a n d  em ploym ent n eed s h a s  increased  
dram atically . W ith rough ly  70 0  w orkers  w ith  a n  average age of 28 y ears, it m u s t 
incorporate tra in in g  p ro g ram s a t  m an y  d ifferent levels in  o rd e r to  rem a in  successfu l. 
B esides a c tu a l re c ru itm e n t tra in in g , e ach  em ployee is su b jec t to fulfill 100 h o u rs  of 
tra in in g  annually . T h is b re a k s  dow n in to  two 2 h o u r  periods a  w eek in  w hich 
dep artm en t h e ad s  su p erv ise  th e ir  w o rk ers  tra in in g  in  new  p ro ced u res  or learn ing  ab o u t 
the responsib ilities of o th e r  d e p a r tm e n t m em bers. *̂ 3
In add ition  to th e  100 H our T ra in ing  Program , sem in a rs  have  b een  organized 
regularly since 1992. A tra in in g  w orkshop  w as provided for new  sa le s  m an ag ers  in 
Singapore in  M arch of 1993. O th e r ed u ca tio n a l sem in ars  a n d  m eetin g s  have been 
organized in  from  S h aan x i to A ustra lia , giving w orkers c a u se  to  im prove th e ir  skills 
th rough  exposure  to  o th e r  local a n d  in te rn a tio n a l en te rp rises .
B ecause w orkers  h ave  su c h  am ple  o p p o rtu n ity  to acq u ire  new  skills, som e have 
begun to  call th e  com pany  J a n ssen  Daxue, o r J a n s s e n  U niversity . W ith th e  new  
com petitive clim ate in  C h ina , m an y  w o rk ers  ex p ress  th e ir  ap p rec ia tio n  for the  
opportun ities to  be w ell-tra ined  in  m an y  d ifferen t a re a s  of th e  b u s in ess . “1 th in k  
tra in ing  an d  career o p p o rtu n itie s  a re  w h a t m ak es  X ian J a n s s e n  u n iq u e ,” says newly 
appoin ted  m an ag er D eng K angm ing. “S a la ries  a re  average for th e  in d u s try , b u t people 
are happy to  be here  b ecau se  of th e  m any  o p p o rtu n itie s  to  gain  sk ills th a t  can  advance  
o u r c a r e e r s . ”124 This a lso  allow s th e  com pany  to  be m ore versa tile , a s  m any  em ployees 
can  be mobile an d  a re  o ften  tra n s fe rre d  to  o th e r  d e p a r tm e n ts  w hen  th e  need  arises.
X ian J a n s s e n ’s aggressive s ta n c e  on  provid ing  ed u ca tio n  is  a lso  a n  op p o rtu n ity  it 
h a s  seized in  filling th e  v a cu u m  of seco n d ary  ed u ca tio n  in  C hina . W ith only 1.5 pe rcen t
122 Personal Interview with Luan Jianghong , Public Relations D epartm ent M anager, 23 July, 
1995.
•23Personal interview with Hao Tongyun, 24 Ju ly , 1995. 
iziPersonal interview with Deng Kangming, 24 July, 1995.
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of all college age s tu d e n ts  cu rren tly  en ro lled  in  u n iv e rs itie s , th e  com pany is tap p in g  in to  
C h in a ’s  h u n g e r for p rac tica l tra in ing .
For its  salespeople a n d  top  C h inese  m an ag em en t, X ian J a n s s e n  holds add itional 
“sp irit” tra in in g  cam ps. Held once o r tw ice a  y e a r since  1992, th e  cam p s foster friendly 
com petition  am ong th e  w orkers  a n d  allow  m a n a g e rs  to  identify capacities  for 
independence, in itiative, a n d  team w ork  am o n g  w orkers. L asting  from  two to  ten  days, 
each  cam p  b rings s taff to g e th er for w o rk sh o p s, lec tu res , a n d  m an ag em en t gam es, 
in te rsp ersed  w ith  physica l exercise.
A typicad cam p  day  beg ins a t  5 :30  am , a n d  all em ployees m ake a  long m orn ing  hike, 
singing th e  com pany  song  a n d  developing te am  sp irit. Along w ith  m otivational speeches 
from c u rre n t m an ag ers , ta sk s  a re  p u t  before th e  w orkers, O ne te s t  w as for each  
m em ber to  p repare  a  sp o n tan e o u s  1 ,000 w ord  p re sen ta tio n  on som e a sp ec t of th e  
com pany. W orkers w ere th e n  given five m in u te s  to  s tre n g th en  a n d  revise th e ir 
p re sen ta tio n  to  be given to  th e  com pany  p re s id en t. After th e  exercise, o th e r w orkers a re  
asked  to  critique a n d  su p p o rt th e  p e rfo rm an ce, ra n k in g  th o se  w ho b e s t m e t the  
challenges of each  s itu a tio n . In  th is  way, w o rk ers  a re  tra in e d  w hile bond ing  w ith  one 
an o th er, a n d  they n a tu ra lly  se lec t th o se  lead e rs  th a t  will gain  prom otion  th ro u g h  th e ir 
cam p successes .
As th e  c rea to r a n d  overseer of th e  cam p s . P resid en t J e r ry  Norskog sees in tensive 
tra in ing  a s  e ssen tia l to  h is  co m p an y ’s o rg an iza tio n a l developm ent. W hile In te rn a tio n a l 
s ta n d a rd s  suppose  7 y e a rs  of post-college b u s in e s s  experience will suffice to  p rep  m ost 
m anagers , the  s itu a tio n  in  C h in a  is  d ifferent. B o th  b u s in e ss  experience a n d  college 
tra in ing  in C hina a re  new  a n d  ra re  q u a litie s , so m a n ag e rs  have to be groom ed an d  
tra in ed  quickly. Norskog sees  th e  tra in in g  c am p s  a s  a  w ay to  provide tra in in g  a n d  te s t 
ap titu d e  a t  the  sam e tim e, “killing two b ird s  w ith  one s to n e .” ‘ 26
T rain ing  therefore en co m p asse s  n o t only  th e  lea rn in g  of b u s in e s s  skills, b u t th e  
prom otion of m an ag em en t in itia tive  th a t  h a s  becom e th e  co m p an y ’s cu ltu re . The drive 
to develop C hinese m a n ag e rs  h a s  n o t b een  ta k e n  u p  by all co m pan ies in th e  C h ina  
m arke t, an d  m any C EO ’s  re fuse  to delegate  au th o rity . “The top  m an  is clearly in  
ch arge ,” say s  a  sen io r executive of a  C h in ese  m u ltin a tio n a l. “Everyone else is  a n
125 “850 Million Yuan: A Fancy Dream  T urned into Reality.” Xian Jan ssen  News . Xian Jan sse n  
P.R. D epartm ent. March 3, 1994, p. 6.
■26Jerry R. Norskog. Personal Interview. Ju ly  24, 1995.
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e x e c u t o r . "127 This is clearly  a  m ark ed  difference from  th e  delegated m an ag em en t st> le 
encouraged  by Norskog. “We en co u rag e  o u r  w o rk ers  to co n sider them selves equal to 
m an ag em en t an d  to  challenge th e  perfo rm ance  of o th e rs  w ith constructive  c ritic ism ,” he 
says. “So we force o p p o rtu n itie s  on  th em  a n d  rew ard  even a  tw itch  of a  re sp o n se .”'^*
W ith th e  e s tab lish m en t of th e  100 h o u r  tra in in g  program , in te rn a tio n a l sem inars , 
tra in in g  cam ps, an d  daily le a rn in g  o p p o rtu n itie s , X ian J a n s s e n  h a s  ded icated  itse lf to 
developing a  com peten t w ork  force. By hav in g  o p p o rtu n itie s  to  acqu ire  techn ica l skills 
an d  p u rsu e  in itiative, th e  com pany  is  groom ing w orkers  th a t  c an  ad d  value in  m any 
a reas  of its  b u s in ess
D RETENTION
Given th e  am o u n t of tim e a n d  energy  th a t  X ian J a n s s e n  p u ts  in to  tra in in g  its 
em ployees, th e  v en tu re  m u s t a lso  w ork  h a rd  to  hold  on to  them , a  ta sk  th a t  is 
increasingly  difficult d u e  to  com petition  from  new  foreign en te rp rises . C om petitors in 
the  p h arm aceu tica l in d u s try  have  b een  w illing to  pay  h ig h e r sa la rie s  a n d  benefits  in 
acqu iring  X ian J a n s s e n ’s w e ll-tra in ed  staff. ̂ 29 still, com pany  m an ag ers  have avoided a  
high a ttritio n  ra te  by being  p ersonally  su p p ortive  of em ployees. “T urnover ra te s  are  
chang ing  so fa s t th a t  no  re liab le  averages a re  availab le ,” su g g ests  A nne S tev en so n - 
Yang, “b u t m ost FIE m a n ag e rs  w ould  ag ree  th a t  X ian J a n s s e n ’s 14 p e rcen t is low.”'^° 
The firm s m an ag e rs  show  d ed ica tion  a n d  su p p o rt for w orkers, believing th a t  th e ir 
a ttitu d e s  will perm eate  co rp o ra te  c u ltu re  a n d  m ake  th e  v en tu re  a n  a ttrac tiv e  place to 
work.
The com pany’s b e s t p o ten tia l m a n ag e rs  a re  therefo re  given o p p o rtu n itie s  to p u rsu e  
advanced  academ ic tra in in g  in  th e  U n ited  S ta te s  o r Belgium . O p p o rtu n ities  for
>27 “China: The Emerging Econom ic Pow erhouse of the 2 1 s t C entury,” in B usiness W eek. 17 may, 
1993, p. 64.
i28personal interview with Norskog, 23 Ju ly , 1995.
>29\vithin weeks of interviews done the  first week of July, 1995, two top Chinese m anagers 
previously interviewed by the w riter left the com pany for better offers from European 
pharm aceutical com panies ju s t  en tering  the C hina m arket. The com pany’s attrition rate was a 
concern in 1995, as it seemed to be increasing slightly from the previous average of 14%.
130 Putting the Corps into C orporate,” p. 51.
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
5 8
in te rn sh ip s  o r tra in in g  sem in ars  have b een  offered a t  B elgian J a n s s e n ’s o th e r 
p ro d u c tio n  s ite s  a ro u n d  th e  world.
The com pany  recognizes th a t  o th e r  m ore tang ib le  benefits  m u s t be m ade availab le  to 
re ta in  staff. Its  p rog ram s in  hou sin g , m edical, a n d  secu rity  benefits are  m ore extensive 
th a n  C hinese  co n tra c t law  requ ires . T he h o u s in g  pro ject, in  p a rticu la r, is a n  innovative 
program  th a t  h a s  been  p o p u la r w ith  em ployees. The idea  w as c rea ted  a s  a  savings 
schem e th a t  th e  com pany  p rom otes, allow ing w o rk ers  to  p u rc h a se  th e ir  own h o u sin g  
over tim e.
B ased  on  S ingapore’s P rovident F u n d , th e  p rog ram  h a s  been  adap ted  to  C hina. 
Em ployees co n trib u te  25 p e rcen t of th e ir  b ase  pay  to  th e  h o u s in g  fund , a n d  the  
com pany m a tch es  by ad d in g  35 p e rc en t o f each  em ployee’s  w ages. The com pany 
a rran g es  to bu ild  or buy  a p a r tm e n t u n its  a n d  th e n  sells th em  to  em ployees th ro u g h  the  
fund.*^^
The p lan  allow s em ployees to  be full ow ners w ith in  ten  y ears , a n d  the  goal is for all 
w orkers to  even tually  have th e ir  ow n hou sin g . I t’s  w h a t o u r  em ployees need  an d  w a n t.” 
According to  Norskog, “Providing h o u s in g  is  socially resp o n sib le  given C h in a ’s ho u sin g  
shortage, a n d  it m ak es  good sen se  to re ta in  good people.
In  providing su p erio r benefits  in  tra in in g  a n d  h o u s in g  p rog ram s, X ian J a n s s e n  
m akes u p  for a  sa la ry  a n d  benefit package  th a t  is  average o r som etim es less  th a n  th ose  
of its  com petito rs  in th e  p h a rm a ce u tic a l in d u s try . The m o st im p o rtan t considera tion  
seem s to be an  ap p ea l to th e  collective o p p o rtu n itie s  for c a ree r developm ent in X ian 
Ja n s se n . The m o st im p o rtan t th in g , in  N orskog’s w ords, “is  th a t  em ployees th in k  
th ey ’re going som eplace a n d  a re  p e rsu a d e d  to bu y  in to  th e  com pany  e th o s .”'^3
Xian J a n s s e n ’s ability  to  p u t its  people firs t h a s  ad d ed  to  th e  quality , ability, an d  
d u ra tio n  of its  w orkers. T h is skill level, a long  w ith  th e  cooperative b u t m otivated  
com pany c u ltu re  th a t  c rea te s  it, h a s  m ad e  X ian J a n s s e n  a  favorite betw een c o n su m ers  
an d  w orkers alike. In th e  fu tu re , th is  will be th e  h a llm a rk  of th e  com pany’s su ccess , a s  
C hinese m an ag em en t will overtake p o s itio n s  of foreign m an ag ers . “E xpats  a re  a  so rt of
‘Personal interview with Meng Fanfu, 3 Ju ly , 1995. 
132 “Putting the Corps into Corporate”, p. 51.
‘33Personal interview with Norskog, 24 Ju ly , 1995.
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n ecessa ry  evil,” say s  Norskog. He n o te s  th a t  th e  com pany  h a s  trim m ed  its  exp atria te  
em ployees from 50 w hen  th e  jo in t v en tu re  w as being  se t u p  to  a  c u rre n t staff of eight. 
As a  com pany th a t  p rid es  itse lf on its  peop le-first o rien ta tio n , X ian J a n s s e n  will likely 
be able to  fill its  ex p a tria te  m an ag em en t g aps w ith  a  m u ch  sm o o th er tra n s itio n  th a n  
o th er foreign v en tu re s . G iven its  average age o f 28 , th e  lead e rsh ip  skills am ong  the  
com pany 's young  w orkforce p ro m ises  to  keep  th e  com pany  a t  its  top  spot in C h in a ’s 
p harm aceu tica l in d u s try  for y ea rs  to  com e.
i34Bob Hagerty, "U.S. Firm s N urture C hinese to fill M anagem ent G aps,” The Asian Wall Street 
Jo u rn a l. Vol. XVIII, No. 255, 25 August, 1994, Sect. A, p. 1, col. 6.
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VII - CH A PTER 5  : C R O SS CULTURAL MANAGEMENT TECHNIQUES
A b strac t
The econom ic explosion in  A sia a n d  now  specifically in  C h in a  ra ise s  challenging 
q u estio n s  a b o u t th e  d ifferen t c u ltu ra l fo rm s in  th e  m odern iz ing  process. C h in a ’s 
cu ltu ra l trad itio n  d raw s on  its  h is to ric  p a s t, its  fam ily-orien ted  society, a n d  a n  
em p h asis  on  h u m a n  re la tio n sh ip s . Xiam J a n s s e n  h a s  in co rp o ra ted  each  of th ese  
trad itio n s  in to  its  m an ag em en t c u ltu re , tra n s la t in g  in to  su ccessfu l b u s in ess  
p a rtn e rsh ip s . The p ro g ram s th a t  foster th e se  c u ltu ra l v a lu es  a re  exam ined  w ith  a  view 
a s  to how each  p rog ram  h a s  e n h an ced  th e  co m p an y ’s  scope of b u s in e ss  w ith in  the  
C hinese c u ltu ra l context.
F ostering  a  com pany  e th o s  w ith in  th e  co n tex t of th e  C h inese  c u ltu ra l identity  h a s  
been a  key e lem en t of X ian J a n s s e n ’s  su ccess . W hile th e  tra n s itio n  from p roduction  to 
m an ag em en t cu ltu re  w as a  try ing  tim e for X ian J a n s s e n ,  it en ab led  the  com pany to 
reach  the  n ex t s tag e  o f its  developm ent. In  m an y  w ays, it w as  th e  com pany’s  ability  to 
treinslate W estern  id eas  in to  a  C h inese  lan g u ag e  th a t  m ade  sen se  in  p a rtic u la r  C hinese 
contexts. T he m ere a ttitu d e  of show ing re sp ec t to  C h inese  c u ltu re  m arked  a  change  
from previous m an ag em en t, a n d  a n  e m p h as is  o n  developing h u m a n  re la tio n sh ip s  is 
w hat h a s  been  a n d  c o n tin u e s  to  be th e  co m p an y ’s  o u ts ta n d in g  fea tu re .
A - APPEALING TO CULTURAL AND HISTORICAL IDENTITY
By allowing W estern  ag en d as  to  develop th ro u g h  C hinese  v a lu es  an d  trad itio n s , 
P residen t J e r ry  N orskog discovered a  un ify ing  m a n ag em en t tool th a t  gives w orkers 
ow nership , pride, a n d  in v estm en t in  th e ir  com pany. “T each ing  m an ag em en t v a lu es  in  
C hina is n ’t  a b o u t a d a p ta tio n ,” in s is ts  N orskog, “i t ’s  a b o u t i n t e g r a t i o n . N o r s k o g  an d  
o ther top  m an ag e rs  a rg u e  th a t  m o d em  m a n ag e m e n t te ch n iq u es  a re n ’t W estern , b u t in 
fact w ere an tic ip a ted  by ph ilosoph ies a n d  w ritin g s  of C h inese  c lassica l th in k e rs , The 
app roach  is  not to  con fuse  w orkers  w ith  foreign te rm s, b u t to  “b rin g  the  ideas hom e to 
them  an d  le t th em  be proud .
R ath er th a n  try in g  to  re in v en t te ch n iq u es  for m otivation , Norskog ap p ea ls  to  w h a t 
he sees  a s  a  g rea t re so u rce  of C h inese  h is to r ia n s  a n d  th in k e rs  th a t  have alw ays been 
accessib le  a s  exam ples of lead ersh ip . By u p h o ld in g  ideals  from  su c h  th in k e rs  a s  S u n  Zi
i3spersonal interview with Norskog, 24 Ju ly , 1995.
“U.S. Firms N urture Chinese M anagers,” col. 3. 
i37PersonaI interview with Norskog, 24, Ju ly , 1995.
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a n d  Mao Zedong, Norskog believes m a n ag e rs  cam give w orkers p ride  in th e ir  actions, 
W ith th is  a ttitu d e , new  c h an g e s  in  W este rn  b u s in e ss  c u ltu re  c an  g radually  be absorbed  
th ro u g h  m otivation a n d  a n  a p p ea l to  C h in a ’s p ast.
E xam ples of th is  tac tic  a re  p rev a len t in  X ian J a n s se n . The p h ra se  “Let’s move it” 
w as ta k en  from  th e  C h in ese  folk ta le  a b o u t a n  old m a n ’s conviction to fin ish  a n  
im possible ta sk . By ap p ea lin g  to  th e ir  collective experience of th is  story, m an ag ers  were 
able to  in sp ire  w orkers to  a  h ig h e r n eed  th a n  co rpo ra te  profits.
T each ings from S u n  Zi’s w ar s tra teg y  a re  o ften  m ade u se  of in  tra in in g  cam ps, 
calling for people to  be a sse rtiv e  in  le ad e rsh ip  roles. The C hinese tendency  to  n o t 
com pete publicly c an  be overcom e th ro u g h  th e se  rem in d ers  of C h in a ’s  s tro n g  past.
The leadersh ip  c am p s  th em selv es  have  a  sch ed u le  n o t u n like  m ilitary  exercises, an d  
w orkers a re  asked  to  s ta n d  u p  to  th e  level o f p a s t  lead ers  a n d  events. F rag ran t Hills is 
n e a r th e  G reat Wall o u ts id e  Beijing, a n d  it is  a  p lace th a t  itse lf evokes feelings of pride 
an d  unified cu ltu ra l heritage . “S p irit” cam p s  have  tak en  place here  in  1994 a n d  again  
in 1996. D uring  th e  tra in in g  p rog ram , w ords like “Long M arch” a re  u sed  to give h igher 
cau se  to  th e  com pany’s efforts. T hese goals a re  u se d  in  co n junction  w ith  h isto rica l 
references to  Mao Zedong a n d  h is  ph ilo so p h ies  of rugged d e te rm in a tio n  a n d  self- 
reliance. As the  cam p lead er, J e r ry  N orskog gives lec tu res  on h isto rica l ta c tic s  of the  
Red Army, a lso  referring  to  L iang Z h u g e’s c ra ftin e ss  in  R om ance of th e  Three Kingdoms. 
The cen tra l ten e t th a t  is  p ro m o ted  in  th e se  a n c ie n t sto ries  is  to be a lert, p repared , an d  
stra teg ic  in w arfare  ac tio n s. X ian  J a n s s e n  m ak es  u se  of th e se  sto ries  to encourage 
action -o rien ted  em ployees th a t  view th e ir  am b itio u s  w ork v a lu es  a s  being rooted in th e ir 
own cu ltu ra l trad itions.
All of X ian J a n s s e n ’s le ad e rs  a re  req u ired  to read  th e  book Iron Fist, Velvet Glove, by 
K onosuke M atsush ita . T he book  is  a  full collection of A sian perspectives on effective 
leadersh ip , draw ing on  m an y  o f th e  sam e C hinese  ph ilo sophers  th a t  Norskog m akes u se  
of in tra in in g  cam ps. “I have  g rea t ad m ira tio n  for th e  C h inese ,” he  explains. As a  
W esterner, Norskog clearly  believes in  th e  pow er th a t  h isto rica l an d  cu ltu ra l references 
have in  c rea ting  a  w inn ing  sp ir it of lead ersh ip .
This m an ag em en t a tti tu d e  m a k es  im p o rtan t u se  of one of the  five card inal re la tions 
in  C onfucian though t. In  ap p ea lin g  to  th e  lead e rs  of C hinese h isto ry , w orkers are
‘38Personal interview with Norskog.
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confron ted  w ith  an  idea th a t  h a s  a lread y  b een  em bedded  in  th e ir  sense  of yi, w hich  can  
be tra n s la te d  a s  in tegrity , o r r ig h teo u sn ess , in  th e  h ie ra rch y  of C hinese 
re la tio n sh ip s, th is  is th e  sac red  co n nec tion  betw een  ru le r  a n d  subject. Som eth ing  a s  
sim ple a s  firing a  w orker for poor p erfo rm ance  is legitim ized only a fter being re la ted  to 
long he ld  p rincip les  in the  C hinese trad itio n . By appea ling  to  cu ltu ra l identity , a  
W estern  m an ag e r m ay inc lude  h im se lf in  a  re la tio n sh ip  w ith  a  C hinese w orker by u sin g  
a  com m and  o r ideal th a t  sp rin g s  from  th e  e s tab lish ed  knowledge of C hinese philosophy.
B - UNITY AND FAMILY VALUES IN THE WORKPLACE
S u n  Zi’s over-rid ing princip le  u n d erly in g  h u m a n  a sp e c ts  of stra tegy  im plem enta tion  
is  th a t  of u n ity . In th e  C hinese c lass ic  The A rt of W ar. S u n  Zi m a in ta in s  th a t  in  o rder 
to win w ars, “th e re  m u s t be u n ity  o f m in d s  a n d  h e a r ts  from  th e  ru le r to the 
su b jec ts ....In  p a rticu la r, th o se  w ho a re  d irectly  involved in  com bat m u s t be u n ite d  in 
pu rpose  a n d  be one accord  in o rd e r to  ach ieve v ictory .”*"*' W hile X ian J a n s s e n  is n o t a t  
w ar, its  s trugg le  to in tro d u ce  n o n -trad itio n a l b ehav io r p a tte rn s  h a s  been advanced  
th ro u g h  ap p ea ls  to  th e  C h inese  devotion to  u n ity  a n d  fam ily re la tionsh ips. The 
com pany h a s  show n a  ded ica tion  to  its  em ployees th a t  often  b rings o u t com parable  
em otions.
According to A m brose Yeo-chi King*"*^, th e  C h inese  te rm  jia  , or family, is  a n  elastic  
te rm  for a  basic  social u n it. King m a in ta in s  th a t
...it is  en tire ly  u p  to th e  ind iv idual to  c o n tra c t or expand  the  boundary  of the  
concep t of jia. It c an  theore tically  be ex tended  to  a n  un lim ited  n u m b er of people 
a n d  thereby  becom es w h a t is called  tian xia y i jia  (all th e  world belongs to  one 
family, or literally, all u n d e r  heaven.) *"*3
*39 Due to the complex in terpretation of yi in Chinese philosophy, further elaboration on its 
translation of the term  no doubt w arranted . Hear my point is merely to clarify the com pany’s 
im pact in referring to heralded leaders of C hina’s  past.
>“*0 “Guanxi and  Network Building,” p. 112.
' ‘»>Wee Chow Hou (Wei Qiaohou), Sun Zi: W ar and  M anagem ent, p. 146.
*“*2 Pinyin spelling of the nam e would be Yaozhi.
'•*3Ambrose Yeo-chi King, “Kuanhsi and  Network Building,” in The Living Tree, ed. Tu Wei Ming 
(California: Stanford University Press, 1994), p. 113.
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W hile th e  concep t of jia  m ay ex tend  to  large social g roups, th e  h ie ra rch y  of 
re la tio n sh ip s  in  C hinese society p laces  th e  fam ily a s  th e  m o st sacred , com m anding  
u n q u estio n ed  devotion.
X ian J a n s s e n  h a s  e a rn ed  th e  re sp ec t a n d  devotion of its  w orkers, bringing  a  fam ilial 
feeling to  th e  w ork env iro n m en t. In a  speech  given to  em ployees in 1994, C hairperson  
of th e  B oard  M adam  Z heng Hong p o rtray ed  th e  co m p an y ’s role a s  a  larger family:
In X ian J a n s s e n , th e  w ord  fam ily so u n d s  like n o th in g  new  to u s , th o u g h  each  of 
u s  m ay have qu ite  a  d ifferen t u n d e rs ta n d in g  of it....I rem em ber ou r la te  p rem ier 
Zhou E nlai once sa id  th a t  to  fight for th e  rise  of C h ina  m ak es  one a  usefu l 
p e rso n .’ X ian J a n s s e n  today  is  m ak in g  g rea t efforts to  live u p  to  th a t  goal. In 
doing so, X ian J a n s s e n  h a s  m ade  itse lf w orthy  of th e  holy n am e of a  family.
In  th is  case , w o rk ers  c an  identify  firs t w ith  th e ir  n a tio n a l family em bodied by the  
h isto ric  figure of Prem ier Zhou, a n d  secondly  w ith  th e  larger cau se  th e ir com pany 
rep resen ts , thereby  ea rn in g  th e ir  fam ilial loyalty.
One fam ily-type r itu a l th e  com pany  s ta n d s  by is  s tag ing  large-scale, m em orable 
even ts  in  w hich  th e  s ta ff p a rtic ip a te . W h eth e r th e  occasion  is to provide tra in ing , 
lau n ch  a  new  p ro d u c t, ce leb ra te  a  h is to ric  even t o r sim ply enjoy a  com pany “sp o rts  
day”, su ch  even ts  have ta k e n  p lace  once or tw ice a  y ear since 1992. “Part of c rea ting  
g rea t com pan ies  is h av ing  a  hu g e , sh a re d  ev en t,” say s  N o r s k o g .
In Ju ly  of 1994, for exam ple, th e  co m p an y ’s  new  d an d ru ff sham poo, T riatop, w as 
lau n ch ed  by 200  com pany  s ta ff in  L hasa , cap ita l of Tibet. The even t w as called “T riatop 
from th e  Top of the  W orld,” a n d  in c luded  c o n tes ts , aw ard s , an d  activ ities for th e  en tire  
aud ience.
Even m ore directly  rem in iscen t o f a  fam ily even t w as th e  10th  an n iversary  
celebration  of th e  jo in t v en tu re  signing. O n O ctober 22, 1995, nearly  600 em ployees 
ga thered  for a  full day  of ce leb ra tio n s . A fter ra is in g  th e  n a tio n a l a n d  com pany flag a t 
daw n, every em ployee jo in ed  in  sep a ra te  sp o rtin g  a n d  gam e com petitions, each  one 
focusing on th e  im p o rtan ce  of te am  cooperation . In th e  evening, a  ta len t co n tes t w as 
held , w ith  each  d e p a rtm en t tak in g  p a rt. The com pany  a lso  sponsored  a w edding
' “’■’Madam Zheng Hong, “Xian Ja n sse n , O ur Family,” in Xian Jan ssen  News, Public Relations 
D epartm ent, Nov. 4, 1994, p. 11.
145 “F>utting the Corps into C orporate,” p. 51.
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b a n q u e t for 10 d ifferen t em ployee couples, pay ing  for th e  en tire  d in n e r an d  elaborate  
bridal gow ns a n d  gift packages.
As a  record  for th e  event, a  com pany booklet w as p u t to g e th er w ith  essays and  
sto ries su b m itted  by w o rk ers  from a ro u n d  C hina . Titled “O u r H om e,” the  w ork held 
m any d ifferent exam ples of how  em ployees h a d  com e to  ap p rec ia te  th e  com pany a s  th e ir 
family.
This fam ily-based  o rien ta tio n  of th e  com pany  is  one a sp e c t th a t  no ted  scholar 
J a m e s  Fallow s su g g es ts  a s  a  p rinc ipa l a sp e c t of th e  su cc e ss  of newly em erging Asian 
econom ies in  general. Mr. Fallows m a in ta in s  th a t  co m p an ies  in  C h ina  an d  o th e r 
C onfucian b a sed  c u ltu re s  of Asia have a  deep  belief th a t  th e  com pany an d  s ta te  should  
no t only provide m a te ria l w herew ithal for its  people b u t  m oral gu idance  an d  social 
su p p o rt a s  w e ll.i^  W hile W estern  co n cep ts  m ig h t feel th a t  th is  “gu idance” is a  
h in d ran ce  to  th e  “ind iv iduality” o f w orkers. Fallow s a n d  o th e r  a u th o rs  are  qu ick  to 
po in t o u t th a t  d ifferent fo rm s of gu idance  a n d  rep re ss io n  of indiv idual prim acy have 
been a  key fac to r in  th e  efficiency a n d  econom ic su cc e sse s  in  A sian coun tries. Fallows 
elabo ra tes  by saying, “th ro u g h  th e ir  (Asian co m p an ies ’) d e te rm in a tio n  to control 
ind iv iduals they  have  u p  to  th is  po in t m ade  th e  w hole society, includ ing  its  b u s in ess  
sector, function  m ore effectively th a n  in  th e  W est.”''̂  ̂ W hile th e  tran s la tio n  of su ch  
values to  th e  W estern  co n tex t a re  deb atab le , th e re  is no  d o u b t th a t  th e  “M egatrends” of 
Asia have a u th o rs  su c h  a s  J o h n  N aisb itt p rocla im ing  th a t  th e  close-knit, familial 
s tru c tu re  of A sian societies have le sso n s th a t  W este rn  econom ies m ay do well to learn  
from.
W hile A m erican firm s have  tended  to  sep a ra te  fam ilial re la tio n sh ip s  from the  
w orkplace, new  tre n d s  su g g est th a t  fam ilial ro les  su c h  a s  X ian J a n s s e n  h a s  played 
foster a  w ork en v iro n m en t th a t  is b o th  m ore en joyable a n d  m ore productive. A m erican 
em ployee-owned co m p an ies  like S a tu rn  have  a tte m p ted  to  achieve th ese  k inds of re su lts  
w ith som e success . O th e rs  like Nike a n d  M icrosoft a re  know n to  prom ote th e ir own 
familial cu ltu re , en co u rag in g  fam ily v isits  o r ex ten d ed  s tay s  a t beau tifu l office 
com plexes referred  to  a s  “c a m p u se s .” The fac t th a t  X ian J a n s s e n  h a s  tapped  in to  a 
C hinese c u ltu ra l value w ith  its  fam ilial role h a s  b ro u g h t va lue  to  its  dedicated  workforce 
an d  en joym ent to its  w ork env ironm ent.
Fallows, p. 218. 
Ibid., p. 412.
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C - G U ANXI AND TH E HUMANIZING O F BU SIN ESS RELATIONSHIPS
From  the  o u tse t of X ian J a n s s e n ’s tu rn a ro u n d  in  1991, a  sa lien t m anagem en t 
fea tu re  h a s  been  to  prom ote  a n d  fo ster th e  positive a sp e c ts  of th e  C hinese trad itio n  of 
guarvd , or p e rso n al re la tio n sh ip  netw orking .
The 1991 crisis  called  for a  so lu tio n  to  un ify  m an ag em en t th a t  w as achieved 
th ro u g h  th e  developm ent of re la tio n sh ip s  a n d  ne tw o rk  building. Ironically, th is  
trad ition  is  n a tu ra lly  m u c h  m ore  fam iliar to  th e  C h inese  value system  th a n  th e  bottom - 
line o rien ta tio n  of b u s in e s s  in  th e  W estern  trad itio n . By m eeting  th is  c ris is  in a  
C hinese context, new  m a n ag e rs  d iscovered  a  pow erful tool in  developing X ian J a n s s e n ’s 
com pany identity.
As a  cen tra l p illa r of X ian J a n s s e n ’s m an ag em en t cu ltu re , th e  em p h asis  on 
re la tionsh ips, or guanxi, w a rra n ts  fu r th e r  e labo ra tion . W hat follows is a  brief definition 
of th e  C hinese te rm , w ith  co m m en ts  a n d  in s ig h ts  from  leading  Sinologists. This will be 
followed by a n  an a ly sis  of c u rre n t X ian J a n s s e n  p ro g ram s th a t  have developed a s  a  
re su lt of th e  com pany’s ab ility  to  ba lan ce  positive a sp e c ts  o f guanxi re la tionsh ips w ith 
its  own n eed s for m a rk e t ra tionality .
Given th e  d ifferences in  C h inese  c u ltu re  a n d  th e  econom ic system , apprecia ting  the  
basic  value of guanxi h a s  en ab led  X ian J a n s s e n  to  develop p ioneering  b u s in ess  
program s, b o th  in te rna lly  a n d  ex ternally , th a t  a re  in teg ra l to  th e  com pany’s c u rre n t 
success.
In  o rder to ap p recia te  th e  origin a n d  scope of guanxi a s  a  concept, it is first 
necessa ry  to exam ine how  it is  conceived in  C onfucian  socied theory. Broadly speaking, 
C onfucian social theory  is  c en te red  a ro u n d  th e  a im  of seeking  a  h a rm o n io u s o rder in 
the  secu lar, m an -cen te red  w orld. C onfucian  th o u g h t a ssu m e s  th a t  m an  can n o t ex ist a s  
a  solitary, iso lated  indiv idual, b u t r a th e r  derives h is  iden tity  a s  a  social being, th ro u g h  
in te raction  w ith  o th e r m em b ers  of a  com m unity . As such , th e  v a lues an d  ideals of 
C onfucian th o u g h t a re  b a sed  on  a  sen se  of r ig h teo u sn ess  o r benevolence th a t  tak es  the  
com m unal, ra th e r  th a n  ind iv idua l good a s  its  object. The final social organization, 
however, is  based  on n e ith e r  th e  ind iv idual or th e  com m unity . Liang S o u - m i n g ^ ^ a  
explains :
Pinyin spelling of the nam e would be Liang Burning.
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The focus is  n o t p laced  on  a n y  p a r tic u la r  ind iv idual, b u t on the  p a rticu la r 
n a tu re  of th e  re la tio n s  betw een  in d iv id u a ls  w ho in te ra c t w ith  each  o ther. The 
em p h asis  is  p laced  on th e  re la tio n sh ip ,
Abrose King em p h asizes  th is  po in t, say ing  th a t  it is no acc id en t th a t the  C hinese 
ch a rac te r for benevolence, o r ren , litera lly  m e a n s  two m en. iso The concept of an  
individual a s  sep a ra te  from  o th e r  m en  does n o t ex ist in  the  C onfucian trad ition . The 
cen tra l aim  of C onfucian ism , th e n , is  to d e te rm in e  w h a t c o n stitu te s  p roper h u m a n  
re la tionsh ips.
It is betw een th e  co m bina tion  of in h e rited  re la tio n sh ip s  a n d  a  space  for volun tary  
re la tio n sh ip  bu ild ing  w here  o n e ’s id en tity  a rises . W hile partly  defined by inherited  
re la tionsh ips, the  ind iv idual is  a lso  capab le  of defin ing  roles for h im self a n d  o th ers  in  
those  re la tions w here h e  c a n  p u rs u e  o r d iscou rage  connections.
W hile trad itio n a l C onfucian  c u ltu re  d id  n o t in s til in  citizens a  sense  of awe an d  
m ajesty  in  th e  ru le  of law, Lucien Pye, a  n o ted  sch o la r on guanxi re la tions m a in ta in s  
th a t “it did  have a  body of m oral p recep ts  a n d  ru le s  of co rrec t co n d u ct w hich provided 
the  m ystique of legitim acy....T he C onfucian  m oral o rd er w as in  a  sense the  functional 
equivalent of th e  legal sy stem s  of th e  W est Pye ex p an d s on how the  C onfucian m oral 
order re s ted  on  a  com plex se t of re la tio n sh ip  bu ild ing  th a t  in  effect w as a n  inform al 
system  of ch ecks a n d  b a lan c e s  to c o n s tra in  pow er a n d  c rea te  co n sen su s  building. He 
describes th e  tendency  in  th e  following way:
In o pera tional te rm s  th e  C h inese  co n cep t of ad m in is tra tio n  en ta ils  a  s tru c tu re  of 
au th o rity  w hich  is  governed  by h u m a n  re la tio n sh ip s  th a t  ex tends from  the 
“leading figure “ to  h is  d e p u tie s  a n d  on  dow n a  ch a in  of s ta tu s  re la tionsh ips. 
S uperio rs a n d  su b o rd in a te s  fit toge ther, n o t by a  book of ru le s  b u t by th e  m ore 
deeply in g ra ined  ru le s  of p ro p e r h u m a n  re la tio n sh ip s. A uthority  lies n o t in a n  
objectified body o f law s o r m oral codes, b u t in subjective u n d e rs tan d in g s  of the  
m ean ing  of lead e rsh ip , su p e rio r-su b o rd in a te  re la tio n sh ip s, a n d  the  rew ards of 
show ing deference to  h ig h er s ta tu s  a n d  in  re tu rn  accep ting  com m and over 
inferiors. In a  sy stem  of ru le  by m en , n o t by law s, successfu l governance 
req u ires  skills in  read in g  c h a ra c te r , bu ild ing  a n d  m ain ta in in g  personal 
re la tionsh ips, a n d  m eticu lously  perform ing o n e ’s expected ro le s .‘52
'“•^Liang Sou-ming, Chung-kuo wen hua yao-yi (The essential features of Chinese culture) (Hong 
Kong: Chi-cheng T’u -sh u  Kung ssu , 1974), 94.
‘5°Ambrose Y.C. King, “K uan-hsi an d  Network Building,” in Tu Wei Ming, ed., The Living Tree: The 
Changing Meaning of Being Chinese Today (Stanford: Stanford University Press, 1991) 111.
‘5‘ Pye, p. 39.
152 Ibid., p. 39
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It is  precisely th ese  sk ills  th a t  X ia n -Ja n sse n  h a s  honed  in  its  public  re la tio n s  
p rog ram s w ith  governm ent agencies, a n d  i ts  carefu l a n d  stra teg ic  p rog ram s th a t  have 
been designed  on th e  p re tex t of b u ild in g  p ro p e r re la tio n sh ip s  an d  conform ing to 
expected ro les p laced on  th e  com p an y  from  its  “su p e rio rs ,” or governm ent regu la to rs.
W ithin th is  fram ew ork of re la tio n sh ip s , o n e ’s position  or achievem ent can  be 
en h an ced  th ro u g h  “p u lling” guanxi (la guanxi). Pulling  guanxi m ean s  to e stab lish  or 
s tren g th en  re la tions w ith  o th e rs  w hen  no  im m edia te  re la tion  exists, o r w hen th e  
connection  is  rem o te .‘ 3̂
As ac to rs  in  the  C hinese m ark e t, m o d e m  jo in t v en tu re s  have h a d  to deal w ith  the  
challenges of C hinese guanxi n e tw o rk s  a s  well. As a  p rivate b u s in ess , X ian J a n s s e n  
does n o t enjoy the  im m ediate  su p p o rt of s ta te  b u re a u c ra tic  s tru c tu re s , an d  h a s  had  to  
be carefu l a b o u t w hich  k in d  of guanxi re la tio n sh ip s  it p rom otes, bo th  in ternally  an d  
externally.
In ternally , X ian J a n s s e n  h a s  h a d  to  b o th  en cou rage  a n d  d iscourage d ifferent types 
of guanxi re la tionsh ips. In  m an y  w ays, th e  g roup  activ ities an d  fam ilial ro les m entioned  
above a re  a sp e c ts  of “pu lling” guanxi, o r fostering  a  feeling of in terdependence  am ong 
w orkers th a t  b rings re tu rn s  in  h a rd  w ork.
The negative a sp e c ts  of guanxi re la tio n sh ip s , on  th e  o th e r h an d , m u s t be k ep t in 
check. The focus on  con tro lling  re c ru itm e n t by top  m an ag ers , for exam ple, e n su re s  th a t 
only w ell-qualified ap p lic an ts  will be selected . The m eritocracy  of th e  p rocess a im s to 
cu rb  th e  C hinese tendency  to offer favors to  m em b ers  of o n e’s family or social netw ork.
By far th e  m ost effective “pu lling” of guanxi, how ever, h a s  been  th e  com pany’s ability 
to foster reciprocal re la tio n sh ip s  w ith  C h in a ’s p h a rm aceu tica l regu la to rs. The v en tu re  
h a s  n u r tu re d  re la tio n sh ip s  w ith  S ta te  m edical rep resen ta tiv es, C h in a ’s M inistry of 
H ealth , the  S ta te  P h a rm aceu tica l A d m in is tra tio n , N ational an d  local governm ents, a n d  
even its  s ta te - ru n  su p p lie r co m pan ies. T he re la tio n sh ip s  have been  proactively p u rsu ed  
w ith m an ag em en t an d  ed u ca tio n a l p ro g ram s th a t  encourage p a rtn e rsh ip s  th ro u g h  the  
giving of “gifts” th a t  com e in  th e  form  of tra in in g , co n trib u tio n s , a n d  face-to-face h u m an  
in teraction .
>53King, The Living Tree, p. 116.
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In  fact, a n  an a ly s is  o f th e  ra n k in g  system  u sed  by C h in a ’s  selection com m ittee 
reveals a  very co m m u n al-b ased , C onfucian  o rien ted  se t of s ta n d a rd s  from w hich  to 
select th e  m o st p res tig io u s  com pany. The fac t th a t  X ian J a n s s e n ’s employee benefits, 
P.R. p rogram s, social tra in in g , a n d  com m unity  co n trib u tio n s  all fit w ith in  th is  value 
system  a re  a  re a so n  th e  com pany  is so often recognized. W hat follows are  several 
exam ples of th ose  p rogram s.
1. MEDICAL EDUCATION-RESEARCH PROGRAM
In o rder to  s tre n g th e n  tie s  w ith  th e  local com m unity  a n d  co n su m ers , X ian J a n s s e n  
h a s  estab lish ed  a  m edical ed u ca tio n  a n d  re sea rc h  p rogram . The program  a im s to reach  
o u t to local d o c to rs  a n d  e d u ca to rs  in  re la tin g  th e  la te s t new s in  tre a tm e n t a n d  techn ical 
developm ents. R ecognition a n d  aw ard s  a re  a lso  given to  th o se  re sea rch e rs  and  
ed u ca to rs  w ho d e m o n stra te  a  co m m itm en t to  th e ir  in d u stry .
In o rder to  in c rease  th e  aud ience  of th e  ed u ca tio n  p rogram , X ian J a n s se n  h a s  begun 
a n a tio n a l rad io  b ro ad cas t. T hrough  C h in a ’s C en tra l Radio S ta tion , a  program  nam ed 
“S u n d ay ’s  X ian J a n s s e n  H ealth  Program : Q u estio n s  a n d  A nsw ers” is aired  weekly. The 
program  does in tro d u ce  a n d  ed u ca te  th e  pub lic  a b o u t th e  u se s  of its  p roduct, b u t 
general h ea lth  is su e s  a re  a lso  covered. E ach  w eek a  n o ted  physician  is interview ed on 
the  program , a n d  p reven tative  a n d  tre a tm e n t m e th o d s a re  d iscu ssed . The b ro ad cast 
a ttra c ts  a n  au d ien ce  e s tim a ted  to be la rger th a n  500 m illion lis ten ers , an d  the  radio 
sta tio n  averages 4 0 0  daily  re sp o n se  le tte rs  to  th e  p r o g r a m .  is4
E duca tion  co n tin u es  in  th e  S ales D ep artm en t, a s  sa lesm en  routinely  schedule 
m eetings w ith  do c to rs  to  d iscu ss  p ro d u c t developm ent a n d  physica l effects. Personal 
m eetings are  a lso  com plim ented  by occasional sym posia, w here several doctors an d  
p u rch asin g  a g en ts  a re  invited  to  tak e  p a r t  in  ed u ca tio n a l conferences. As m any doctors 
a re  no t in  to u ch  w ith  ad v an ces  in  W estern  m edicine, th e  ed u ca tio n a l m eetings an d  
sym posia are  va lued  a s  co n tin u ed  ed u ca tio n  in  th e  m edical field.
154 Xiong Jiying, “Xian Ja n sse n  on the Radio,” (Xian: Xian Ja n sse n  Public Relations Department, 
May 15, 1994), p. 23.
isspersonal interview with doctors a t a Xian Ja n sse n  sales presentation th a t the writer attended 
in Beijing. Doctors all knew the Xian Ja n sse n  sales representative, and they noted tha t her 
inform ation w as often the la test updates they h ad  access to abou t modern pharm aceutical 
trea tm ents and  uses. 24 Ju ly , 1995.
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2. GOOD MANAGEMENT PROGRAM (GMP)
Prom oted by th e  W orld H ealth  O rgan ization , th e  GMP is a  s tan d ard ized  set of 
m an ag em en t p ro ced u res  th a t  a re  u se d  in  th e  p h a rm aceu tic a l in d u stry . As J a n s s e n  w as 
one of th e  first p h a rm aceu tica l inv esto rs  in  C hina , it h a s  offered to tra in  C hinese 
in d u s try  officials in  th e  GMP prog ram  free of charge.
In O ctober of 1993, J a n s s e n  sp o n so red  i ts  first tra in in g  program  for senior 
executives in  th e  S ta te  P h a rm aceu tica l A dm in is tra tio n  B ureau . Since th a t  m eeting, 
various inform al tra in in g  sess io n s  have been  held , along w ith  a n n u a l O ctober tra in ing  
program s. The sessio n s  co n sis t of p h a rm a ce u tic a l ex p erts  from E urope an d  Belgian 
J a n s s e n  w ho give p re sen ta tio n s  on  gen era l m an ag em en t tech n iq u es  an d  suggestions for 
im plem enta tion . C h in a 's  D irector of th e  S ta te  P h arm aceu tica l A dm inistra tion  B ureau , 
Zheng X iaoyu, h a s  com m ented  th a t  m u c h  of h is  a d m in is tra tio n ’s p rogress can  be 
a ttr ib u te d  to  th e  gu idance  o f X ian J a n s s e n ’s GMP tra in ing . ^̂ 6
In offering th e  tim e a n d  in s tru c tio n  of i ts  m a n ag e rs  for free, X ian J a n s se n  h a s  again  
d em o n stra ted  devotion to  C h in a ’s own p h a rm a ce u tic a l developm ent. By m aking  
co n trib u tio n s  a n d  c o n tac ts  to key people in  its  in d u s try , th e  com pany m akes itself 
know n a n d  respected . By help ing  th e  in d u s try  to s tan d a rd ize  its  m anagem ent and  
accoun ting  p rocedures, it a lso  m ak es  b u s in e s s  eas ie r for itse lf in  the  long ru n . If 
supp lie rs  a n d  c lien ts  u se  th e  sam e m an ag em en t p rocedu res, bo th  sides can  avoid 
m iscom m unication , dup lica tion , qua lity  con tro l, a n d  accoun ting  problem s.
3. SUPPLIER QUALITY PROGRAM (SQP)
The su p p lie r Q uality  P rogram  is a  specia l p rog ram  in itia ted  by X ian J a n s s e n  to 
develop a  long-term , m u tu a lly  beneficial re la tio n sh ip  w ith  its  supp liers. The idea is  for 
Xian J a n s s e n  to  offer ad d itiona l tech n ica l a n d  cap ita l co n trib u tio n s  to those of its 
supp lie rs  th a t  have show n th e  b e s t records. B eginning  in  1991, X ian J a n s s e n  began to 
develop a  packag ing  p ro d u c t w ith  its  supp lie r, S h an g h a i New Asia P harm aceu tica l 
Factory. In o rd e r to package its  p ro d u c t D ak ta rin , X ian J a n s se n  needed to  p u rch ase  a n  
a lu m in u m  tu b e  d isp en ser. B ecause  J a n s s e n  h a d  th e  know -how  to m ake su ch  tub ing , 
they  have cooperated  w ith  New A sia’s J in s h a n  p la n t to develop production . After th ree  
y ears  of cooperation , th e  supp ly  ne tw ork  is  now  in place. For X ian J a n s se n , th is  
in vestm en t allow s th em  to  d ed u c t $12 m illion y u a n  an n u a lly  from the  p roduction  of
isezheng Xiaoyu, “GMP Senior Training Program, 1994: Opening Speech,” Xian Janssen  News 
(Xian: Xian Jan ssen  Public Relations D epartm ent, Nov. 12, 1994) p. 22.
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D aktarin . A dditionally, th e ir  supp ly  m ate ria l is  now  on p a r  w ith  in te rn a tio n a l 
s tan d a rd s , in c reasin g  th e ir  p ro d u c t’s overall m arke tab ility . This c rea te s  a  cooperative 
re la tionsh ip  w ith  th e  New A sia C om pany, w hich  now  receives th e  n e t profits of Xian 
J a n s s e n ’s a n n u a l o rd e r of 20  m illion a lu m in u m  tu b es.
4. COMMUNITY DONATIONS
O ther th a n  th e  a m o u n t of foreign exchange a n d  ta x  revenue th a t  X ian J a n s se n  
p roduces for th e  local com m unity , it h a s  often m ade  highly visible social con tribu tions. 
While th is  h a s  deductive  u s e s  for tax  p u rp o ses , X ian J a n s s e n  h a s  been  effective in 
supporting  p o p u la r c a u s e s  in  C h inese  eyes. R ecently, a  P an d a  b e a r conservation  an d  
resea rch  p ro ject w as fu n d ed  in  S ich u an  province. S im ilarly, th e  com pany h a s  funded 
several a rchaeological s ite s  in  S h en y an g  a n d  elsew here  th a t  have facilita ted  the  finding 
of an c ien t c u ltu ra l re lics. In  1994, th e  com pany  d o n a ted  100,000 RMB to th e  S ou thern  
C hina S ports  M eet for th e  D isabled. Local officials an d  laypeople alike are grateful for 
these  co n trib u tio n s  th a t  a re  supportive  of th e  com m unity . By m ak in g  high profile 
con tribu tions in th e  in te re s t of p rom oting  com m unity  iden tity , X ian J a n s s e n  h a s  
fu rth er bo lstered  its  im age a s  a  m odel jo in t-v en tu re .
5. JANSSEN RESEARCH COUNCIL ( JRC)
The J a n s s e n  R esearch  C ouncil, o r JR C , e s tab lish ed  a  m edical re sea rch  aw ard  w ith 
C h ina’s M inistry of H ealth  in  May of 1994. As a  sym bol of p a rtn e rsh ip , the  aw ard  w as 
estab lished  in  two p a rts . T he firs t h o n o rs  th e  n am e  of Dr. W u Jiep ing , V ice-Chairm an 
of the  S tand ing  C om m ittee o f th e  N ational People’s C ongress. The second carries  the  
nam e of Dr. Paul J a n s s e n  him self. X ian J a n s s e n  d o n a ted  $  2 m illion y u an  (about 
$230,000 USD) to th e  e s ta b lish m e n t of th e  aw ards. T heir in ten tio n  is to encourage 
Chinese re sea rch e rs  to  c o n trib u te  to th e  c o u n try ’s p h a rm aceu tica l developm ent. The 
aw ards are  to be given to  o u ts ta n d in g  ach ievers  in  th e  fields of su rgery , family p lanning , 
pediatrics, p h a rm aceu tic a l ch em istry , a n d  pharm acology. A w ards will be given 
annually  in O ctober, w ith  e a c h  rec ip ien t w inn ing  $10 ,000  y u a n  ($1,150 USDj.^^s The 
hopes of Xian J a n s s e n  a re  to  enco u rag e  y o ung  re sea rc h e rs  to follow in the  footsteps of 
the  honored  sc ien tis ts , a n d  to  d e m o n stra te  its  su p p o rt for C h in a’s con tinued  
pharm aceu tica l developm ent.
‘57Army, “SQP Blazes a New Trail,” Xian Jan ssen  News , Xian Jan ssen  Public Relations 
D epartm ent, May 5, 1994, p. 7.
158 “Prizes for Medical E xperts,” in China Daily , May 6, 1994, p. 4.
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
7 1
A princ ipa l personality  b eh in d  th e  C ouncil is  Dr. W u Jiep ing , a  fam ous m edical 
doctor th ro u g h o u t C h ina  a n d  a  g ra d u a te  of B eijing’s Yanjing U niversity. Dr. Wu 
becam e a  close friend of Dr. J a n s s e n  th ro u g h o u t th e  com p an y ’s b u s in e ss  negotia tions, 
an d  th e  two team ed  u p  to  c rea te  a  co u n cil th a t  w ould give back  p a rt of the  com pany’s 
proceeds to th e  com m on good of th e  in d u stry .
At th e  a n n o u n ce m e n t of th e  JR C  aw ard  cerem onies, Dr. W u Jiep in g  w as o u tspoken  
abou t X ian J a n s s e n ’s role in  C hina . He com m ented  on  th e  household  fam iliarity  w ith 
Xian J a n s s e n  a n d  s ta te d  th a t  “th is  com p an y  pays a tte n tio n  n o t only to its  econom ic 
re tu rn s  b u t a lso  its  c o n trib u tio n  to  com m unity  ben efits .”!̂ ^
W ith th e  e s tab lish m en t of th e  JR C  aw ard s  in  C hina , X ian J a n s se n  h a s  increased  its 
personal connec tions w ith  b o th  th e  S tan d in g  C om m ittee a n d  th e  M inistry of H ealth . Its 
nam e is  now  asso c ia ted  w ith  one of C h in a ’s  p rem ier aw ard  recognitions, a n d  
im m easurab le  free ad v ertisin g  a n d  ex p o su re  cam e w ith  th e  in itia tion . The donation  w as 
covered by no  less th a n  n in e  m a jo r new s so u rces  a n d  p h arm aceu tica l pub lications.
B esides being effective public  re la tio n s  m an eu v ers , th e se  p rogram s are  effective 
ways for X ian J a n s s e n  to h o n o r its  re la tio n sh ip  to  th e  doctors, p a tien ts , co n su m ers , 
resea rch ers , a n d  h ea lth  care  officials th a t  th e  com pany  depends on. T hrough  these  
innovative con trib u tio n  p ro g ram s, X ian J a n s s e n  is th e  first to recognize th e  people th a t  
m ake its  b u s in e ss  a  su ccess , a n d  to  show  its  app recia tion  accordingly. In  sh o rt, the  
com pany develops h u m a n  re la tio n sh ip s  w ith  its  cu sto m ers  a t  all levels, re investing  its  
profits in to  th e  different tie rs  of its  v a rio u s  b u s in e ss  re la tionsh ips.
For X ian J a n s se n , th e  effort ta k e s  tim e a n d  energy, b u t it also  im proves the  
efficiency o f th e ir  la rg est c lien ts, m ak in g  com m unication  easie r a n d  build ing a  
re la tionsh ip  of in te rd ep en d en ce . For p re s id en t J e n y  Norskog, th is  effort in  essence  is 
com parable to  th e  C hinese  proverb , “Give aw ay a  b rick  a n d  get back  a  piece of jade . ”( yi 
shi huan yu, or chuntu huan doujing). * R a th er th a n  investing  solely in advertising , th e
159 “C hina’s Medical Award,” in Xian Jan ssen  News. Xian Jan ssen  Public Relations Departm ent, 
May 15,1994, p. 12.
'^oibid. p. 14.
'^ 'Personal interview with Norskog, 21 April, 1996.
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
7 2
com pany h a s  invested  in  th e  com m unity , th e reb y  in c reasin g  its  public  recognition a n d  
access  to  ad m in is tra tiv e  favor.
P art of th e  co m p an y ’s  ab ility  to “p u ll” th is  k ind  of guanxi w ith  th e  S ta te  s tem s from 
its  long-term  view a n d  recognition  of in te rdependence . W hile m any  Am erican ven tu res  
opera te  on  a  trad itio n a l “bo ttom  line” b u s in e ss  a ssu m p tio n , X ian J a n s se n  realizes th a t 
the  S ta te  a n d  Provincial governm en ts  still con tro l m any  econom ic variab les in  C hina, 
an d  can n o t be viewed a s  a n y th in g  le ss  th a n  a  long-term  p a rtn e r.
The s ta te  also  h a s  done its  p a r t  in  giving th e  com pany  recognition for those  a reas  in 
w hich it sees the  com pany  su p p o rtin g  its  ow n long te rm  in te res ts . The recognition 
m entioned  in  C h ap te r one o f th e  co m p an y ’s  advanced  env ironm en ta l protection of w aste 
m ateria ls  is  one su c h  exam ple. The in d irec t spend ing  th e  com pany  placed on its  strong 
environm ental con tro ls  w as fitting  w ith  th e  cen tra l governm en t’s p lan  to increase  
spending  on  env iro n m en ta l p ro tec tio n  from  .67 to  .85 p e rcen t of th e  co u n try ’s GNP on 
environm enta l p ro tec tion  betw een  1991 a n d  1995. The com pany  w as therefore 
aw arded  h igh  profile recognition  a n d  aw ard s  th a t  a ided  its  public  re la tions an d  
m arketing  efforts.
Again referring  to  a  C h inese  saying, N orskog c la im s th a t  in  C hina, “You c a n ’t  forget 
the  m an  th a t  dug  th e  well you d rin k  from .” (he shui bu w ang w a  jing  ren).i^3 in  b u s in ess  
term s, th is  is sim ply a  recognition  th a t  a s  sh a p e rs  of th e  econom y, doctors, p a tien ts , 
and  governm ent m in is trie s  a re  th e  en d  p u rc h a se rs  of J a n s s e n  p roducts , an d  th e ir 
re la tionsh ip  shou ld  be co m p en sa to ry  on  b o th  sides. W hile som e A m erican firm s try  to 
d is tance  them selves from  w h a t th ey  see a s  a  conflict of in te re s t o r series of “payoffs” 
expected by officials, X ian J a n s s e n  regu larly  ap p ro ach es  th e  governm ent, offering 
m onetary  a n d  tra in in g  b en efits  w ith o u t so licitation , b u t  on its  own term s. All 
com panies have a  bo ttom  line to  co n sid e r in  b u s in ess , b u t they  will often differ on how 
far dow n th e  ledger page it is d raw n  a n d  a n d  w hich  fac to rs a re  considered  above the  
line. C ontextually , th e  in itia tive  to c o n trib u te  to  selected  en titie s  is therefore no t 
necessarily  a  p e rso n a l payoff if done on a  co m p an y ’s own term s. R ather, it is a 
b u s in ess  exchange in  c u ltu ra l con tex t th a t  allow s th e  com pany  to prom ote select 
tra in in g  an d  va lues th a t  will be to its  long-term  benefit.
*̂2 World Resources, p. 61.
i63personal interview with Norskog, 4 July, 1995.
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As X ian J a n s s e n  h a s  show n p a tience  a n d  c u ltu ra l accom m odation , an d  because  it 
h a s  defined its  p rog ram s in  te rm s  of m u tu a l benefit w ith  its  b u s in e ss  environm ent, th e  
com pany h a s  done well in  C hina. The com pany  u su a lly  gets its  way in b u sin ess , an d  
h a s  been  rew arded  w ith  m illions of d o lla rs  in  b u s in e ss , free advertising, an d  notoriety  in  
being recognized a s  C h in a ’s  top v en tu re .
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V III - CH A PTER 6  : CONCLUSION
A b stra c t:
The rise  of C h ina  is  review ed a s  a  challenge to  m any  long-held  W estern  a ssu m p tio n s , 
suggesting  a  need  for new  in te rp re ta tio n s  a n d  p a rtn e rsh ip s  in  th e  fu tu re . Xian 
J a n s s e n ’s S trateg ic  P a rtn e rsh ip  in itia tive  is  in tro d u ced  a s  a  cu lm ination  of its 
m an ag em en t policies th a t  en cou rage  long-term  cooperation  w ith  C hinese p a rtn e rs .
X ian J a n s s e n ’s  ach iev em en ts  a re  th e n  viewed for th e ir  ability  to  ba lance strategic 
in te re s ts  w ith  c u ltu ra l id en titie s  in  th e  em erging  w eb of global re la tionsh ips.
As th e  m ost dynam ic reg ion  of su s ta in e d  econom ic developm ent since th e  Second 
World W ar, th e  rise  o f J a p a n  a n d  th e  F ou r A sian D ragons (South  Korea, Taiw an, Hong 
Kong, a n d  Singapore) ra ise s  challeng ing  is su e s  a b o u t trad itio n  a n d  m odernity. In 
p a rticu la r, C h in a ’s  econom ic open ing  h a s  sp u rre d  ch an g es  a n d  grow th th a t  suggest a 
m odernizing p rocess th a t  m ay  tak e  d ifferent c u ltu ra l form s. H as th e  rise of C hina and  
E ast A sia’s guanxi, o r n e tw ork -o rien ted  cap ita lism  p roduced  a  new  a lternative  to 
classical W estern  c a p i t a l i s m ? C u l t u r a l l y ,  does C h in a ’s m odern ization  portray  a  
successfu l exam ple of com bin ing  W estern  in v estm en t a n d  technology w ith trad itional 
values a n d  p rac tices, o r is it sim ply a  p ass in g  p h ase , soon to be e rased  by full-scale 
m odern ization  defined w ith  c liches of th e  2 0 *  cen tu ry  W estern  w orld?
In th e  case  of X ian J a n s s e n ,  it seem s th a t  the  an sw er to  th e se  q u estio n s  should  be 
viewed n e ith e r in  th e  affirm ative n o r th e  negative. R ather, th e  qu estio n s  them selves 
provide a  so rt of an sw er, su g g esting  th a t  it  will be found  in  th e  relationship betw een 
E as t a n d  W est. R a th er th a n  defining one o r th e  o th e r m odel a s  a  d o m in an t trend , it 
shou ld  be no ted  th a t  th e  m o st pow erful a lte rn a tiv e  lies in  p a r tn e rsh ip s  th a t  incorporate 
the  b e s t q u a lities  of each  perspective.
A A MODEL FOR SUCCESS
Upon viewing X ian J a n s s e n ’s  experience in  C h ina , it becom es c lear th a t  the  
com pany h a s  overcom e n u m e ro u s  o b stac les  a n d  se tb ack s  in  becom ing the successfu l 
v en tu re  it is today. T h a t su cce ss  h a s  n o t been  g u a ran teed , b u t is ra th e r  the  re su lt of an  
effective b u s in e ss  m odel th a t  m ak es  u se  of th e  b e s t a sp ec ts  of bo th  W estern  and  
C hinese styles of m an ag em en t.
16-» Tu Wei-ming, “C ultural C hina,” in The Living Tree: The Changing Meaning of Being Chinese 
Todav. ed. Tu Wei-ming (California: S tanford University Press, 1994), pp. 6-7.
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According to th e  ch an g in g  m ark e t en v iro n m en t in  C h ina , th e  com pany h a s  had  to 
reac t w ith  d ifferent m a n ag em en t sty les. At tim es its  re liance  on m eritocracy, corporate 
cu ltu re , a n d  aggressive b u s in e s s  ta c tic s  have provided a  com parative advantage, 
allowing th e  com pany  to  in c rease  its  activ ity  a n d  sh a re  in  th e  p h arm aceu tica l m arket.
At o th e r tim es, a  re sp ec tfu l a n d  deferen tia l a ttitu e d  tow ard  C hinese regu la to rs, an d  an  
a lm ost C o n fu c ian -based  fam ily re la tio n sh ip  am ong  com pany  em ployees h a s  also 
im proved th e  co m p an y ’s  com m u n ity  im age in  C hina. T h is ability  to  employ 
ch a rac te ris tic s  of W estern  a n d  C h inese  origin h a s  m ade  X ian J a n s s e n  a m ore versatile 
com m ercial en te rp rise  a n d  a  m ore resp ec ted  p resen ce  in  C hina.
As C h in a ’s econom ic open ing  h a s  p rog ressed , so too h a s  X ian J a n s s e n ’s ability  to 
act a s  a  h igh  value  e n te rp rise  in  th e  global econom y. W hile it w as once a  struggling 
foreign en te rp rise  in  th e  C hinese  m a rk e t, it h a s  now  acqu ired  th e  skills a n d  abilities to 
act a s  a n  in te rn a tio n a l global su b sid ia ry  w ith  th e  special ad v an tag es  of know ing how to 
operate w ith in  th e  tu m u ltu o u s  a n d  com plex C h inese  m arke t.
B - STRATEGIC PARTNERSHIP
X ian J a n s s e n ’s m o s t re c en t co rp o ra te  m an eu v e r in  C h ina  fits well w ith th e  positive 
re la tionsh ip  it h a s  so u g h t w ith  C hinese p a rtn e rs . U nder th e  in itiative of X ian J a n s se n , 
Jo h n so n  &. J o h n so n  co n so lida ted  its  C h ina  v e n tu re s  in to  a  single holding com pany to 
forge a  ‘S trateg ic  P a rtn e rsh ip ” ag reem en t in  May of 1995. U nder the  leadersh ip  an d  
rep u ta tio n  of X ian J a n s s e n ,  th e  hold ing  com pany p lan n ed  a n d  executed its  p a rtn e rsh ip  
w ith th e  M inistry of H ealth  a n d  th e  S ta te  P h arm aceu tica l A dm inistration  Council. As 
co-chairm an  of th e  s tee rin g  com m ittee , J e r ry  Norskog h a s  convinced top Chinese 
regu la to rs  in  h e a lth  ca re  th a t  J o h n so n  & J o h n so n  is  w illing to back  u p  its  investm en t 
w ith a  long te rm  p a rtn e rsh ip . In  th is  way, X ian J a n s s e n  h a s  pulled  its  p a re n t com pany 
to the  fore a s  one of C h in a ’s leading  m u ltin a tio n a l ac to rs  in  the  C hinese p h arm aceu tica l 
m arket.
The cooperative effort w as signed  on May 29, 1995 a s  a n  agreem ent to w ork 
cooperatively tow ard  u n iv ersa liz in g  W orld H ealth  O rganization s tan d a rd s  in C h ina  by 
the 2 1 s t cen tu ry . B uild ing  on  th e  com pany  credos of bo th  Jo h n so n  8t Jo h n so n  and  
Xian J a n s s e n , th e  p a r tn e rsh ip  m ak es  a  long te rm  com m itm ent to  investing in  the  
quality  a n d  in fra s tru c tu re  of h e a lth  care  in C hina.
The p a rtn e rsh ip  itse lf is  a  vehicle for com bin ing  th e  five existing holdings of Jo h n so n  
& J o h n so n  in  C hina, th e reb y  ad d in g  value to d ifferent n ich es  in  th e  h ea lth -ca re  m arke t
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w ith  expertise  in  p rescrip tio n , o v er-th e -co u n te r, an d  co n su m er-o rien ted  h ea lth  care 
p roducts. T hese five e n te rp rise s  will w ork together w ith  C h in a ’s  M inistry of Public 
H ealth  a n d  th e  S ta te  P h a rm aceu tica l A dm in istra tion  tow ard im proving C h in a ’s overall 
h ealth  care.
The vision for th e  p a r tn e rs h ip  will be  carried  o u t th ro u g h  th e  leadersh ip  of a  
steering  com m ittee a n d  fo u r specialized  com m ittees; A dvanced M edical E ducation , 
Regulatory Affairs, Public  H ealth  P rogram s, a n d  R esearch  a n d  D evelopm ent. The first 
phase  of th e  ag reem en t is  a  five y e a r p lan  th a t  c an  be fu r th e r  ex tended accord ing  to 
com m on c o n se n su s  from  b o th  sides. A to ta l of 17 ind iv idual p ro jec ts  have been 
com pleted since th e  signing , w ith  a  b u d g e t of 2 million US d o l l a r s ,
Building on  X ian J a n s s e n ’s in itia tiv es  in  tra in ing , re sea rch , educa tion , an d  
con tribu tion  p ro g ram s, J o h n s o n  & J o h n so n  will add  value to  its  p ro d u c ts  by a id ing the 
developm ent of C h in a ’s h e a lth  care  agencies. As co -ch a irm an  of th e  steering  com m ittee, 
Zhao Tongbin h a s  re m ark ed  ;
...In  C h in a ’s fa s t ch an g in g  env ironm en t, th e  p rosperity  of an  en te rp rise  is closely 
linked to  th e  p ro g ress  of society. A vigorous en terp rise  m u s t a lso  be full of a  
sen se  of social resp o nsib ilities. We sincerely hope m ore an d  m ore en te rp rises  
will, like J o h n so n  & J o h n so n , care  for social developm ent an d  progress.
It is precisely th is  sen se  of social responsib ility  th a t  se ts  X ian J a n s s e n ’s p a rtn e rin g  
model a p a r t from  th e  la issez  faire, bo ttom -line  o rien ta tion  o f m o st W estern  en terp rises . 
By em bracing , r a th e r  th a n  avoid ing  th e se  responsib ilities, th e  com pany h a s  se t an  
im portan t s ta n d a rd  for p lac ing  long-term , “stra teg ic” m u tu a l in te re s ts  above its  
considera tions for q u a rte rly  profits.
By m aking  th e  co m m u n ity  its  priority , X ian J a n s s e n  h a s  paved  th e  way for its  
p a ren t com pany to  e a rn  th e  social t r u s t  th a t  seem s to  preceed  m ark e t accep tance  in 
gfuanjci-based econom ies like C h ina . If one of th e  w orld’s 50 la rgest co rpora tions is 
willing to  follow X ian J a n s s e n ’s  m odel of com m unity  in vestm en t in C hina, it is possible 
th a t o th e r foreign invested  co m p an ies  w ould a lso  benefit by su ch  a n  approach .
H istory te ac h e s  u s  th a t  th e  resiliency  of th e  C hinese c u ltu ra l iden tity  an d  world view 
should  be respec ted  a t  th e  o u ts e t  by an y  foreigner w ish ing  to e n te r  the  C hinese world.
'^sgtrategic Partnership  brochure, 1995.
•66Zhao Tongbin, M inister of H ealth, quote taken from Johnson  & Johnson  signing ceremony as 
reported in “Strategic P artnersh ip” brochure, p. 2.
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After four th o u sa n d  y ea rs  of collective experience, th e  identity  of C hinese civilization h a s  
m anaged  to  rem ain  in ta c t, if n o t u n ch an g ed . Any foreign idea h a s  had  to com m it itse lf 
to th e  te s t of tim e in  o rd e r to  find its  p lace  w ith in  th e  C hinese universe. B uddh ism  
seem s a  fitting exam ple, a s  beliefs a n d  p rac tice s  of th is  foreign trad ition  w ere adop ted  
only a fte r long y e a rs  of exposure  a n d  m an ip u la tio n  by th e  C hinese them selves.
Sim ilarly, b o th  Mongol a n d  M anchu  in v ad ers  w ere able to  reign over feudal d y n asties  in 
C h ina  only a fte r th e  p assag e  of tim e a n d  th e ir  own g rad u a l envelopm ent in to  C hinese 
cu ltu re . It seem s th a t  foreign ideas c an  indeed  exert in fluence in  C hina, b u t only after 
an  ex tended  p resen ce  a n d  ev en tu a l w illingness to  be m ade over th ro u g h  acquiring  
d istinctly  C hinese c h a rac te ris tic s  them selves.
X ian J a n s s e n  is  u sefu l a s  a  lens for u n d e rs ta n d in g  C h in a ’s growing in teg ra tion  into 
the  w orld econom y b ecau se  of its  ability  to  be sensitive  to  its  C hinese environm ent.
Xian J a n s s e n ’s su ccess , w hile econom ically significant, is  b e s t m easu red  by th e  value 
and  t ru s t  th a t  C h inese  officials a n d  c o n su m e rs  have been  willing to  give it. As a  
W estern jo in t v en tu re , X ian J a n s s e n  h a s  a tta in e d  econom ic success only th rough  
m easu red  com m itm en t to  its  C hinese p a r tn e rs , b u re a u c ra tic  regu la to rs, an d  
consum ers. The com pany  is n o t only one of th e  m ost profitable ven tu res  in th e  
p h arm aceu tica l in d u s try , b u t its  p ro d u c ts  have  gained  househo ld  nam e recognition, 
an d  the  com pany h a s  tw ice been  ra n k e d  a s  th e  c o u n try ’s b e st jo in t ven tu re  by C hinese 
officials.
As a  m odel for a  people-orien ted , c ro ss  cu ltu ra lly  lite ra te  en terp rise , the X ian 
J a n s s e n  experience su g g ests  th a t  C h in a  need  n o t rem ain  a n  enigm a for all foreign 
investors. The ability  to  in fluence a n d  affect ch an g e  in  C h ina  h a s  been possible for th e  
com pany, even w ith in  th e  som etim es un sw erv in g  dedication  to trad ition  an d  C hinese 
cu ltu re . Tu W ei-m ing s ta te s  th a t  C h inese  cu ltu re  is  n o t s ta tic , b u t is in fact a  flowing 
identity , sim ilar to  th e  c u rre n ts  in  a  s tre am  :
...If we tak e  seriously  th e  im age of a  “m ajestic  flowing s tream ,” we m u st 
acknow ledge th a t  th e se  g rea t o u ts id e  in fluences a lte red  th is  s tream  a t various 
points. As th e  s tre am  m oves on , th e  new  forces m ay m ove forward m ore or less 
in tac t, sw erve off in to  sm all edd ies a n d  side pools, form new c u rre n ts  th ro u g h  
in te rac tio n  w ith  o lder ones, o r be overw helm ed by new  c u rre n ts  en tering  fa rth e r 
dow n th e  s tream ,
167 “C ultural C hina,” p. 4.
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T hu s, C hinese c u ltu re  h a s  never b een  a  s ta tic  s tru c tu re , b u t ra th e r  a  dynam ic, 
co n stan tly  ch an g in g  flow of id en titie s . By b en d in g  w ith the  dom inance of the  s tream , 
X ian J a n s s e n  h a s  been  a  com plim en tary  c u rre n t in  th e  m om en tous flow of C h in a’s 
reform  process. For its  p a r t, C h in a  h a s  a lso  benefited  by th e  flow of m any  new  incom ing 
s tream s, gain ing  m o m en tu m  a n d  d y n am ism  in  its  flow. W ith the  confluence of E ast 
an d  W est in  th e  schem e of global econom ic netw orks, X ian J a n s s e n  P harm aceu tica l, 
Ltd. H as proven to  be a  su ccessfu l m odel of s tra teg ic , c ro ss c u ltu ra l p a rtn e rin g  in  the  
C hinese context.
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A - CAPITAL INVESTMENT BY YEAR
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Capital Investment by Year
Year
1988
1989
1990
1991
1992
1993
1994
1995
1996
101,884
33,574
41,945
15,807
20,003
26,033
25,126
16,432
23,848
168 The majority of economic inform ation for th is s tu d y ’s tables and charts  was provided to the 
au thor by the Xian Ja n sse n  Public Relations D epartm ent on the understanding tha t it was to be 
reported on only in general term s. It is the a u th o r’s assum ption  th a t the figures as  recorded in 
the com pany’s financial departm ent have not been adjusted  according to exchange value of the 
RMB over time. A more thorough economic assessm en t m ight consider currency rates between 
1988 and  1996, which have risen from 4:1 to 8.31 to the US dollar in th a t time period.
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Please note th a t any  deviation in value of these figures is subject to the validity of the internal 
information provided to the au thor. While some figures are not in perfect keeping with figures on 
the previous chart, I have also allowed for the possibility of different sources of information 
reporting differently on ad ju stm en ts  for inflation and  the changing exchange value of the RMB.
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GROSS SALES FIGURES BY YEAR
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D - OPERATING PROFIT BY YEAR
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E - OPERATING PROFITAS A %OF GROSS SALES BY YEAR
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ANNUAL NET PROFIT FIGURES
1^ Refit
290000,
! 200000B 190000 
1 =  i n m n ni  1000CD
u _  R T T H
- s n o w
CO <J> O CN CO lO CD
CO 00 CD CD CD CD CD CD CD
05 CD CD CD CD CD CD CD CD
T— T—
Year
1988
1989
1990
1991
1992
1993
1994
1995
1996
n/a
-23,362
13,880
164,008
204,562
168,722
131,555
201,888
170,019
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
8 5
G - TOTAL TAX REVENUE CREATED BY YEAR
Tck F ^ o u e  by 'Vëer
C  W
. - ■ o
C  c  CO 
3  CO
II
CD
S
Œ :
30000
29000
20000
15000
10000
5000
0
00 o> O CM CO "M- in CD
00 00 a> a> CD CD CD CD CD
O) CD CD CD CD CD CD CD CD
Year
1988
1989
1990
1991
1992
1993
1994
1995
1996
n/a
n/a
n/a
n/a
n/a
23,007
18,530
28,434
24,288
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
8 6
H - XIAN JA N SSE N  ECONOMIC HISTORY
Xian Janssen Economic History
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operating 2,444 40,971 187,062 216,191 168,042 109,628 184,519 135,504
profit
capital 101,884 33,574 41,945 15,807 20,003 26,033 25,126 16,432 23,848
investment
net profit -23,362 13,880 164,008 204,562 168,722 131,555 201,888 170,019
tax revenue 23,007 18,530 28,434 24,288
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X  TIM ELINE170
170 This timeline is provided merely to show the general interplay of events in C hina’s reform 
process and  the various developm ents th a t shaped  Xian J a n s se n ’s creation and  development. It 
is useful as a  tool to in terpret the “lead-lag” relationship th a t the com pany h as  had  in reacting to 
and  prom oting change in Chinese business policy. 1 have shown here only the key developm ents 
in C h ina’s economic reform and in com pany history w ithout trying to provide a detailed historical 
timeline of either. As the historical events of the la tter nineties have expanded to such  a  great 
degree, I have here om itted any great study of an n u a l political changes after 1994. This is no t to 
say th a t events in China no longer affect the com pany, bu t th a t m any of the key elem ents to 
change during  the com pany’s crisis period had  already occurred, and  therefore additional 
com m ents on the political economy have been om itted after th is  date.
8 7
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INTERPLAY OF EVENTS;
A Timeline Of China’s Economic Reform & Xian-Janssen’s Developm ent
CHINA TIMELINE DATE XIAN-JANSSEN TIMELINE
-Deng Xiao Ping returns to  
prominence after his banishment to  
the countryside at the start of the 
Cultural Revolution
1973
-Sept. 9:Mao Zedong dies 
-Expected to  be Mao’s  heir, Deng is 
again deceived, overlooked as Mao’s 
su ccesso r
-Oct. 24: Hua Guofeng declares 
himself Mao’s  successor, launching a 
rally against the “Gang of Four,” 
marking the end of the Cultural 
Revolution
1976
-Central Committee restores Deng to  i 1977  
prominence again, making him Deputy I  
Chariman of the CCP and Vice 
Premier o f the State Council
-Nov. 19; Posters denouncing 
Chairman Mao as the the cause of the 
Cultural Revolution and Deng's 
banishment appear on Beijing's 
Democracy wall, giving Deng 
momentum to  instigate reforms.
-Dec. 18-22:Third Pleum o f the 11 th 
Central Committee; Reform begins 
with Deng’s  new leadership. Market 
reforms are encouraged in the 
countryside and trade is opened to  the 
outside world.
1978
1 9 7 9  I -Summer-Tianjin pharmaceutical m eeting to  encourage 
! foreign trade
I -Janssen N.V, sends tw o representatives to  Tianjin to  
I seek opportunities
1 -Oct.: Hanjiang Factory makes com pensation trade 
I proposal to  Janssen N.V.
1 9 8 0  1  -Janssen sends delegation to  Hangjiang, Shaanxi, to  
! investigate cooperative trade agreement, 
i  -CBP-01 Signed in Hangjiang
-June: 6th Plenum—Mao is attacked  
for his doings in the Cultural 
Revolution, but his statu s as a Party 
leader remains intact.
1981 j  -CBP-01 Technology Transfer and Operations are
I  successful, with som e management oversight and labor 
j problems evident. Decision to  pursue a formal JV 
investm ent is made.
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r12Th National Congress m eets, 
pushing reform forward and 
appointing Hu Yaobang as General 
Secretary of the CCP
1982 -Oct. 1-10: Dr. Janssen m eets eventual JV partners 
-Partnership Proposal subm itted to  SPC
-Oct.: 2nd Plenum of 12th Central 
Committee launches campaign against 
“spiritual pollution," which 
conservatives saw  as a result o f  
over-hasty reform paces. Bourgeois 
ideals and feudal traditions are under 
scrutiny.
1983  -July 7: SPC approves JV proposal
Oct.: 3Rd Plenum of 12th Central 
Committee marks a swing back to  the I 
reform agenda. Rules on job ‘
security, hiring, and firing altered  
with an attack on traditional '
egalitarianism" Price controls begin  
to  be lifted.
1984
New surge of foreign investm ent, as 
AMC forms Beijing Jeep, and 8 0 0  
other ventures are started by 
anxious American companies.
-April 20: Belgian Prime Minister 
v isits Xian
-Sept. 16: Deng’s earlier calls for 
abolition of lifelong tenure are 
enforced in the Central Committee, 
which forces the resignation of 64  
members on the grounds of old age. 
-Li Peng elected  to  the Politburo at 
the Fifth Plenum
1985 -April 12: SPC approves research feasability and design I 
for JV company
-April 19: signing ceremony for JV contract, technology
transfer, and XJP constitution
-Sept. 6: S tate Foreign Trade Dept, approval
-O c t . 2 2 :  S ta te  In d u stry-C om m erce A dm in.
Bureau is s u e s  b u s in e ss  lic e n c e  to  XJP
(F ounding D a te )
-Oct. 25 -2 6 : Founding Meeting for XJ® Board of  
Directors in Xian
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Aug. 26; Belgium’s  Prince Philip 
visits XJP construction site  
-Sept.: 6th Plenum em erges as a 
su c c e ss  for radical reformers. 
Democracy, legality, freedom in the  
arts, and econom ic liberalization are 
encouraged.
-Nov.-Dec.: Major student 
demonstrations take place in many 
cities, starting in Hefei, and moving 
to  Beijing and Shanghai.
-Dec. 19-21: Thousands of students 
take part in protests in Shanghai
1 9 8 6  -March 18: 2nd Board Meeting held in Xian
-March 29: SPC sanctions XJP project design  
-June 3: XJP foundation laying ceremony 
1 -June 4; Dr. Janssen m eets with Shaanxi Province 
, Chairman Li Qingwei to  a sse ss  progress 
I -Oct. 7: 1st 11 Chinese trainees sent to  Belgium 
-Oct. 7 -10 : 3rd Board Meeting: Paul Janssen Educational 
; Foundation established
•Dec. 4: S tate Drug Admin. Bureau guaruntees 20% of 
i Chinese invested capital and introduces China Medical 
: Industry Company as XJP's new partner
•Jan. 6: Government press release 1987  
discourages “bourgois liberalization, | 
and criticizes elem ents of leadership i 
for encouraging it. I
-Jan. 16; Hu Yaobang step s down I  
from post as CCP General Secretary } 
as scapegoat for student protests. He ! 
is replaced by Zhao Ziyang.
•June 30: Governor o f Antwerp,
Belgium visits XJP site  &
Establishment o f sister city i
relationship betw een Antwerp and |
Xian
-1 3 th  Party Congress convenes, j 
focusing attention on the need to  
continue econom ic reform. Party i 
Commission for Discipline Inspection I  
is inspired to  fight increased j
corruption. Zhao Ziyang confrimed as j  
General Secretary arxl Li Peng is 
li^aced on the Standing Committee of 
the Politburo.
-March 1 : No. 11 Construction Company secures bid and 
opens XJP construction site
-July 1-3: 4 th  Board Meeting—Shaanxi Vice Chairman 
Zhang Bing nominated to  XJP GM.
-Oct. 31: XJP first labor contract signing cerem ony with 
labor union. First 75  contract workers signed.
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-Zhao Ziyang’s reform agenda is 
dominant, with increased artistic and 
econom ic freedom.
-With discussions about releasing 
price controls, panic buying takes  
place, leading to  widespread inflation. 
-Ministry o f Supervision 
reestablished to  fight corruption 
-Li Peng begins to  openly sta te  the  
need to  control inflation, indirectly 
criticizing Zhao Ziyang’s reform 
management.
-Dec.: 2 -Week exhibition o f nude 
paintings takes place in Beijing
1988  , Jan. 19-20: 5th Board Mtg.: China Medical Industry 
Company admitted as # 4  partner on Chinese side 
I  -XJP signs loan of 4 5  million RMB with Bank of China for 
7 1 /2  years 
I -Sept.: 1st J & J audit of XJP 
1 -Oct. 11-13: 7th  Board Mtg.—Dr. Janssen expresses  
appreciation for progress
-Nov.: The Janssen Science Committee, China Branch, is 
established with Paul Janssen and Dr. Wu Jie Ping as  
Chairpersons
-Corruption and inflation now seen  as 
serious consequences of reform that 
need to  be curbed.
19 8 9
-April 15: Hu Yaobang dies, student 
protests begin as mourning over his 
death
-May 13: Hunger Strikes and 
prolonged protests begin at 
Tiananmen
-May 18: Li Peng te lev ises m eeting  
with various student leaders with no 
compromise reached 
-May 19: Martial Law declared by Li 
Peng, PLA attem pts to  enter city but 
is turned back by mobs.
-June 3-4: Tiananmen m assacre 
-June 24: 4th  Plenum issu es official 
statem ent about rebellion and Zhao 
Ziyang is removed a s  Gen. Secretary 
of CCP as a liberal reformer 
-June & July: Political crackdown on 
student leaders 
-November: Deng voluntary 
withdraws his position as Chairman 
of Military Commission and CCP. 
Replaced by Jiang Zemin
-March 4: Capital construction of XJP plant com es to  an 
end
-Solid agent workshop begins first production te s t  runs 
su ccessfu lly
-March 4-6: 8th Board Mtg.—Zhang Bin resigns as  
Chairman, and members approve plan for Shanghai office  
and discuss import and product pricing strategies  
-March 27: Quality Certificate and Production License 
awarded XJP by Health Dept o f Shaanxi Province 
-March 31: PRODUCTION BEGINS 
-April 12: Wrapping & Packaging workshop begins 
-May 4: BUSINESS OPENS with permit from Industry- 
Commerce Admin. Bureau and first products sold on 
market.
XJP 2ND HISTORICAL PHA% BEGINS-89 CRISIS 
-May and June: expatriate managers removed to  Hong 
Kong due to  political turmoil
I -October: J&J audit p asses  after turmoil 
j -Nov. 20 -2 2 : 9th  board m eeting in Belgium. Dr. Janssen  
I  nominated as honorary president to  steer  through 
I  difficult time
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-Janurary: Martial Law lifted in 
Beijing.
-Aslan Games held in Beijing—Deng 
remains out o f public view.
-Inflation dives from 18 to  near 1%. 
-GDP also down to  merely 3% 
growth.
1 9 9 0  -March; 7 out of 8 chosen drugs were put into production 
-June 5-6: MOH 3 person delegation uses XJP as an 
example of foreign partnerships
-July 2-3: 10th Board Meeting. Decision to  open o ffices  
in Beijing and Guangzhou
-Premier Li Peng receives XJP president Shen Rulin, 
praising the com pany’s  advertising “propaganda"
-Dec. 3: 11th  Board Meeting. Sales and Marketing 
center is changed to  Beijing
■After plummeting to  less than $5  
billion in 1 9 8 9 , investment begins to  
rise again, ending at nearly $ 13 
billion.
-April 8: Zhu Rongji, a noted  
reformer, is promoted to  vice 
premier.
1991 -May 1-2: 12th Board Meeting. Forex and Housing
problems top the agenda. Export possibilities discussed  
as an option for forex income.
-May 4: XJP Grand Operating Ceremony attended by Dr.
. Janssen and 3 5 0  gu ests from Shaanxi. Marks the  
' rededication to  moving business forward.
: -May 16: Janssen Research Council, China Branch holds 
m eeting about opportunities for research cooperation  
' wigh MOH Minister Chen Min Zhang 
-June: XJP ranked # 5 2  among China’s  lagest foreign 
invested enterprises
-July: -July: Jerry Norskog arrives in Xian as interim  
5th Executive President o f XJP.
-July: XJP donates 300,000RM B to  famine-stricken  
areas in Southern China
-Sept. 26: MOH celebrates Safety Education Program 
with Xian-Janssen, who donates 3 0 0 ,0 0 0  RMB to  the 
program.
I -Nov. 6: Special Board Mtg. in Belgium formerly appoints 
Jerry Norskog as Executive President.
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-February: Deng reappears for a tour 
through southern China’s Special 
Economic Zones. Capitalism now seen  
to  be a “supplement" to  Socailism, 
with Reform now committed to  at 
least the next 100  years. Political 
restructuring again takes place as 
conservative leaders are dem oted. 
-April: CCP's position of dominance 
is emphasized In the reform process. 
Deng claims that the use of martial 
law will again be undertaken to  stop  
potential turmoil.
-Jiang Zeming is personally referred 
by Deng as his chosen successor, 
while many fear the instability that 
Deng's death might bring.
1992  -January: Board session  in Guangzhou marks a continued  
commitment betw een Janssen Belgium, Hangjiang 
factory, and Xian-Janssen to  m eet new needs 
-Feb. 20: 14th Board Meeting held in Bangkok. Forex 
balance schem es top agenda, along with need for 
em ployee housing reform.
-March 5-7; SO top managers in XJP take part in first 
training camp to  address needs for new situations in 
Shaanxi's Zhang Ba Gou area.
-March 15-18: 1st Suppliers Workshop held in Xian.
XJP quality supply schem e begins.
-May 6: China Economic Daily publishes results o f 5th  
annual Top Ten JV competition. XJP posted a 150%  
invested profits tax rate and 8 3 0 ,0 0 0  tabor productivity 
rate, boosting it to  a 4th  place finish. Dr. Janssen  
i receives award in Beijing from Vice-Premier Tian Jiyun. 
i -May 27: XJP issues a donation of medicine and 2 0 0 ,0 0 0  
RMB to children in poor areas of 8 outlying provinces. 
-June 4: China Economic Daily ranks XJP at 3 0 8 th  place 
in sales volume and 114th  place in total profit rate 
, among China’s 5 0 0  largest industrial enterprises.
; -June: XJP appraised a s  #1 among China's 5 0 0  largest 
, pharmaceutical enterprises.
j -July 9: XJP donates 2 0 0 ,0 0 0  RMB to  China’s  Olympic 
Games delegation for the purpose of buying medical 
; supplies.
-Oct. 5-9: XJP audited by J & J for safety  and 
sanitation and awarded Class B certificate.
, -Oct. 22: XJP donates 2 0 ,0 0 0  RMB to  Xian's Children’s  
Welfare Institution
-Dec. 12-15: 16th Board Meeting held in Guangzhou.
, Agreement to  increase 4 0  million RMB a s registered  
investment in proportion to  each sides ownership. Both 
: sides agree to  extend their JV contract to  SO years.
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-Inflation again reaches double 
figures, ending at 10% for the year. 
-Investment also up, with nearly 6 0  
billion dollars recorded for the year. 
-GDP growth levels out at near 12% 
growth.
1993 March: XJP arranges training workshop in Singapore for 
new sales managers. The Eagle Culture is established  
to  encourage sales force.
-April: XJP awarded #1 venture in Shaanxi Province 
with best management benefits 
-June: Central Government source appraises XJP as 
# 3 1 4  among China’s largest industurial enterprises in 
term s of sales volume, and # 1 2 4  for profit rate. XJP’s 
overall performance was rated as # 2 8 .
-June: State Sanitation Bureau awards XJP with 
advanced distinction.
-July: The 6th annual Top Ten JV Ceremony is held in 
Shanghai and ranks XJP as #1 for its performance in 
1992 .
-July 11-20: XJP holds its  first Industry-Commerce 
Partnership discussion in Singapore.
-July: XJP sends 20  Chinese dermatalogical experts to  
1 9 9 3  International Academic Conference in Bali, 
Indonesia.
-August: XJP invites top  health industry officials to  its  
Hangjiang operation to  provide free training on the  
j international GMP program, thereby allowing 
I government agencies to  learn standards and procedures 
: consistent with international conventions.
, -Sept. 30: Paul Larssen, CEO of J & J, v isits XJP, 
inspecting the workplace and praising workers for their 
achievement of reaching #1 in China.
-Oct. 1 : Beijing launching of Sporanox, a new Janssen  
product. CEO Larssen attends meeting.
-Oct. 22: XJP President Jerry Norskog contributes 
1 5 ,0 0 0  RMB on behalf o f the company and 1 ,0 0 0  RMB in 
his own name to  Kong Jun, an officially sanctioned  
"hero” policeman for treatm ent of wounds and bums 
incurred on duty, 
i  -Oct. 29-Nov. 2: XJP and the S tate Pharmaceutical 
Admin. Bureau sponsor the 19 9 3  GMP Training Workshop 
I for High-Ranking Pharmaceutical Officials. Nine XJP 
I  managers give 13 different presentations on how to  
! develop the GMP system .
i  -Nov. 11-15: 16th Board Meeting held in Beerse,
I Belgium. 3rd Board is created with Madam Zheng Hong 
I as nominated as Chairman. Forex balancing options 
: discussed.
I -December: XJP creates Janssen Dermatological 
I  Research Foundation at Beijing Medical Univerrsity
-2 2 0 ,0 0 0  JV's now registered in 
China, up from 2 0 ,0 0 0  in 1 9 9 1 . 
-Legal enforcem ent and IPR laws 
becoming a major issue with foreign 
investors
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1 9 9 4  -Jan. 3-5; XJP holds ‘9 4  Fragrant Hill Eagle Red Army 
Spirit Training Camp in Beijing.
-March 26: XJP contributes 2 million RMB to  the 
International Exchange Center of the State Health Dept., 
establishing the Wu Jie Ping Medical Research Premium 
and the Paul Janssen Research Premium.
-April 5: XJP donates 3 0 0 ,0 0 0  RMB to  the restoration  
efforts of the Huangdi Mausoleum and other public funds. 
-April 1 5: XJP awarded #1 enterprise in Shaanxi 
province for environmental protection.
-June 18; 7th annual Top Ten Joint Venture Awards held 
in Shenzhen. XJP becom es the only company to  win the  
top  honor for tw o consecutive years.
-June 1 8 : 1 7th Board Meeting is held in Seoul. 
Registration of exported products to  Southeast Asia is 
required. Decision to  donate to  Shaanxi Province’s  
Social Security and contract for em ployee housing 
project.
-June 23: 2nd XJP Industry-Commerce Partnership 
m eeting held in Australia.
-July 24: Triatop, XJP's new dandruff sham poo product 
is launched in Lhasa, Tibet.
-July-August: Internal Quality Improvement Drive is 
started .
-July: After 3 years o f  cooperative training and 
investm ent, te  Daktarin aluminum tubes are produced by 
XJP trained suppliers. Local packaging quality can now 
be insured, and the company benefits from export 
revenue to  balance forex.
-July-August: J & J internal audit is passed.
-Aug. 21 -29 : ‘94  Janssen Academic Symposium on 
Digestive Dynamics is held in Holland. XJP sponsors 8  
different Chinese physicians to  attend.
-August: XJP contributes 1 0 0 ,0 0 0  RMB to  the Southern 
China Sports Meet for Disabled People.
-Sept. 23-25; 2nd Suppliers Quality Workshop held in 
Shanghai.
-Oct. 10: New product Prepulsid is launched in Xian.
-Oct. 1 4 -1 6:The first Wu Jie Ping and Paul Janssen  
' Medical Research Premium Ceremony was held in 
' Hangzhou.
j  -Oct. 31: J & J Safety and Sanitation audit is passed.
I  -Oct. 19-22: ‘9 4  GMP program for high-level 
I  pharmaceutical officials is held in Xian.
1 -Oct.; XJP’s  largest com puter system  to  date is 
i  installed in Beijing as IBM A S /4 0 0  with BPCS softw are  
I system .
- Nov. 8: Dermatalogical Research Foundation established  
t with the Derm. Committee of China’s  Medical Society. 
Annual fund of 2 0 0 ,0 0 0  RMB donated for 4th  year.
, -Nov.: J & J Frameworks for Leadership is held in
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Beijing and Shanghai. XJP is discussed as a model for 
other J & J ventures in China.
-Nov. 15: 18th Board Meeting held in Shanghai. China’s 
Labor act is discussed, along with reform in the medical 
sector .
-Nov. 22: XJP president Jerry Norskog contributes 
$ 1 0 ,0 0 0  to  the Ministry of Health on behalf of J & J for 
staging a pain-killing program for cancer sufferers.
-Dec. 19: Prepulsid is awarded an administrative 
protection license by the State Medical Administrative 
Bureau, protecting the product for 7 1 /2  years in China’s  
market.
-Dec.: In cooperation with the State Council o f the  
Communist Central Committee. XJP contributes 6 0 0 ,0 0 0  
RMB to  the developnoent o f the Tibetan Autonomous 
Region.
1995  -Jan.: Livostin, a new nasal spray product, is marketed  
at a convention in Beijing and Shanghai for release in 
April.
-Feb. 9: Janssen Scientifc Committee, China Branch 
holds its board m eeting in Beijing.
-April: XJP w elcom es noteworthy leaders, such as Wu 
Jie Ping, and Liu Huaqing make visits to  Xian-Janssen, 
exclaiming that the country needs more of the sam e type  
o f venture.
-May: China’s ‘94  Product Commendation Ceremony held 
in Beijing. XJP’s Motilium receives # 8  in market 
efficiency, and *6 in custom er satisfaction.
-May: 19th  Board Meeting held in Orlando, U.S.A. 
Beijing’s office relocation is d iscussed, along with the  
labor contract.
-May 18: Qiao Shi, Chairman of the Standing Committee 
of the Politburo of the CPC visits XJP.
-June: XJP #1 in Shaanxi for industrial treatm ent of 
pollution.
-June: Shaanxi awards XJP best foreign currency 
creator through exports.
-June: According to  official sources, XJP ranks as  
China's 4 0 9 th  largest enterprise, both public and 
private.
-June 21: XJP ranked #1 pharmaceutical enterprise in 
China.
-July 1 : For fourth consecutive year, XJP is recognized  
as a Top Ten JV, placing 2nd after tw o years at # 1 . The 
ceremony is held in Xian and sponsored largely by XJP.
-Strategic partnership, other?
1 9 9 6  ' May: Official sources reveal that XJP will again be 
named #1 JV in China, for the third time. No other 
company has won the distinction more than once.
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